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BEFORE THE ARIZONA CORPORATION COLV=L,------- 
Arizona Corporabbn Commrssioc 

DOCKETED ’OMMISSIONERS 

CRISTIN K. MAYES, Chairman 
SARY PIERCE JUN - 3  2010 

N THE MATTER OF THE NOTICE OF 
’ROPOSED RULEMAKING REGARDING 
GSOURCE PLANNING. 

DOCKET NO. RE-OOOOOA-09-0249 

DECISION K(3 -. 71722 ~. 

1 OPINION AND ORDER 

)ATE OF HEARING: March 4,2010 

’LACE OF HEARING: Phoenix, Arizona 

WMINISTRPITIVE LAW JUDGE: Sarah N. Harpring 

N ATTENDANCE: Kristin K. Mayes, Chairman 

WPEARANCES: Charles Hains, StafT Attorney, Legal Division, on behalf 
of the Utilities Division of the Arizona Corporation 
Commission. 

3Y THE COMMISSION: 

This matter is a rulemaking to amend Arizona Administrative Code (“A.A.C.”) Title 14, 

:hapter 2, Article 7, “Resource Planning,” by revising the title for the Article; revising the current 

ules for definitions, applicability, reporting requirements, and Arizona Corporation Commission 

“Commission”) review of resource plans; and adding new rules for procurement and independent 

nonitor selection and responsibilities. 
* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

:ommission finds, concludes, and orders that: 

FINDINGS OF FACT 

Background and Process for this Rulemaking 

1. In Decision No. 56180 (October 14, 1988), as amended by Decision No. 56313 

January 12, 1989), the Commission adopted rules for electric utility integrated resource planning 
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“IRP’’) in A.A.C. Title 14, Chapter 2, Article 7 (“current IRP ruIes”). In Exhibit B to Decision No. 

16313, the Commission explained that the current IRP rules “me intended to minimize the costs of 

iroviding electric energy services by improving long range planning and by establishing Commission 

eview of utilities’ long range plans.” 

2. The current IRP rules require an electric utility with generating facilities to submit 

listorical data every year and a 10-year resource plan every three years and provide for a 

:ommission hearing to determine the degree of consistency between the filings and analyses 

onducted by the Commission’s Utilities Division (“Staff’) and the information provided by other 

iarties. The current IRP rules provide that the Commission may consider its consistency 

letemination in its review of financing applications, rate cases, and other matters in which the 

upply of or demand for energy services is a significant factor. 

3. In Decision No. 58643 (June 1, 1994), the Commission considered utilities’ 1992 

esource plans and made the following Findings of Fact regarding the purpose and goal of IRP: 

The purpose of IRP is to minimize the total societal cost of meeting the 
demand for electric energy services giving due consideration to ratepayer 
impacts, utility financial health and economic growth within a utility’s 
service area. 
The goal of resource planning can be achieved by finding ?be mix of 
supply and demand side resources that minimize society’s costs. 

While the current IRP rules, by their language, apply to all Commission-regulated 

lectric utilities that operate or own generating facilities, they have been implemented so as to apply 

nly to Arizona Electric Power Cooperative (“AEPCO); Arizona Public Service Company (“APS”); 

JNS Electric, Inc. (“UNS”) (previously Citizens Utilities Company (“CUC”)); and Tucson Electric 

ower Company (“TEP”). The Salt River Project Agricultural Improvement and Power District 

‘SRF”’) has voluntarily submitted information under the current IRP rules 

4. 

5. In Decision No. 60385 (August 29, 1997), the Commission vacated the hearing for the 

:ommission to consider utilities’ I995 resource plans, which hearing had previously been continued. 

~ 

Decision No. 58643 at 56. 
CUC’s gas and electric assets and Certificates of Convenience and Necessity were transferred to UniSonrce Energy 

orporation, the ultimate parent of UNS Electric, Inc., in Decision No. 66028 (July 3,2003). 
~ 

_._ 
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h addition, the Commission suspended specific portions of the current IRP d e s ’  through the end of 

1998 and suspended until further order of the Commission the obligation for utilities to file 1998 

resource plans. The Commission further ordered an IRP Task Force, established pursuant to an 

:arlier Procedural Order, to continue meeting to work on modifying the current IRP rules to better 

neet future needs in the competitive electricity rna rke tp l~e .~  The suspension of the specific portions 

if the current IRP rules was extended until further order of the Commission pursuant to a Procedural 

3rder issued on March 15, 1999, which left intact the requirement for utilities to file annual historical 

iata.5 

6. In Decision No. 67744 (April 7, 2005), pertaining to APS ratemaking, the 

2ommission approved a settlement agreement that required Staff to hold workshops on resource 

ilanning issues and provided that the workshops could be followed by rulemaking, if necessary. The 

workshops were to be open to all stakeholders and the public; were to focus on developing needed 

nfrastructure and a flexible, timely, and fair competitive procurement process; and were to consider 

whether and to what extent competitive procurement should include consideration of a diverse 

)ortfolio of purchased power, utility-owned generation, renewables, demand-side management 

“DSW), and distributed generation. 

7. 

8. 

Workshops on resource planning were held on July 6,2005, and August 24,2005. 

In April, May, and July 2007, Staff held resource planning workshops for competitive 

rocurement issues. Written comments on competitive procurement issues were filed by eight 

xtities. Staff issued a Draft Staff Report on Competitive Procurement Issues in October 2007, to 

which six entities filed comments. Staff then issued a Final Staff Report on Competitive 

’rocurement Issues in November 2007, recommending that the Commission adopt Recommended 

The portions of the current IRP d e s  suspended were A.A.C. R14-2-703(A)(2), R14-2-703(A)(4)-(9), R14-2-703(C)- 
F), and R14-2-704. 

The hearing on the 1995 resource plans had been stayed pendkg proposed Staff modifications to the current IRP 
ules that were spurred by changes in the electric industry, including changes expected to result from the Commission’s 
Idoption of retail electric competition rules in Decision No. 59943 (December 26, 1996). AEPCO, APS, CUC, TEP, 
iRP, and the Residential Utility Consumer Office (“RUCO”) had all indicated to the Commission that the current IRP 
ules needed to be either revised or repealed in light of impending electric industry competition, the passage of the retail 
:lectric competition rules, and other changes in the industry. Staff agreed that the 1995 resource plans had been prepared 
vithout full consideration of the retail electric competition rules or impending competition. 

The Procedural Order was issued in Docket No. E-00000A-95-0506. 
--_ 
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Best Practices for Procurement rather than conducting rulemaking at that time. On December 4, 

2007, the Commission adopted Recommended Best Practices for Procurement (‘BPPs”) in Decision 

No. 70032. 

9. On April 26, 2007, Staff issued a list of questions on non-procurement resource 

planning issues along with a request for written responses from interested parties. Thirteen entities 

filed responses. A workshop was held on June 22,2007. Additional workshops on non-procurement 

resource planning issues were held in January, August, and October 2008. 

10. On August 29, 2008, Staff distributed to interested parties a first draft of revisions to 

the current LRP rules, which included both the BPPs and provisions for the consideration of fuel 

diversity and efficiency of generation resources. 

11. On October 3, 2008, Staff distributed to interested parties a second draft of revisions 

to the current IRP rules. Comments were received from APS, Grand Canyon State Electric 

Cooperative Association (“GCSECA’?, the Mesquite Group, TEP and UNS, and Western Resource 

Advocates (“WRA”). 

12. On May 19,2009, Staff filed a memorandum requesting to have a docket opened for a 

proposed rulemaking regarding resource planning. As a result, this docket was opened. 

13. On September 4,2009, Staff distributed to interested persons and filed in this docket a 

third draft of revisions to,the cwrent IIZP rules. Comments were filed by AEPCO, APS, GCSECA on 

behalf of the electric cooperatives, TEP and UNS, and WRA. 

14. On November 2, 2009, Staff filed in this docket a Memorandum recommending the 

filing of a Notice of Rulemaking Docket Opening (‘”RDO”) and a Notice of Proposed Rulemaking 

(‘WRM’) to revise the current IRP rules, along with additional procedural deadlines and 

quirements. Along with the Memorandum, Staff included a Proposed Order and a fourth draft of 

revisions to the current IRP rules (“fourth draft”), for Commission consideration at an Open Meeting. 

Fer Staffs Memorandum, the fourth draft incorporated some of the comments received regarding the 

third draft of revisions to the current IRF’ rules. 

15. The Proposed Order came up for discussion at the Commission’s Open Meeting on 

Vovernber 20, 2009, and was continued for discussion at the Commission’s Open Meeting on 
.~ ~~ 
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)ecember 7,2009, at which it passed, with amendments. 

16. Decision No. 71435 (December 15, 2009) directed Staff to prepare and file with the 

)ffce of the Secretary of State, for publication in the Arizona Administrative Register no later than 

anuary 15, 2010, an NRDO and an NPRM that included the text of the draft rules included as 

lxhibit A to the Decision.6 The Decision also ordered the Hearing Division to hold an oral 

Nroceeding on the NPRM on March 4, 2010; established dates for the submission of comments; and 

stablished other procedural deadlines and requirements. 

17. On January 8, 2010, the NRDO and NF’RM were published in the Arizona 

ldministrative Register. The NPRM is attached hereto and incorporated herein as Exhibit A. 

18. ’ The NPRM proposes to revise the current IRP rules by amending the title for Article 7 

nd Sections A.A.C. R14-2-701 through R14-2-704 (“Rules 701 through 704”) and adopting new 

,ections for procurement and independent monitor selection and responsibilities in Sections A.A.C. 

:14-2-705 and R14-2-706 (“Rules 705 and 706”). The most significant differences between the 

urrent IRP rules and the proposed IRP rules published in the NRPM (“proposed IRP rules”) are that 

le proposed IRP rules: 

a. Apply only to load-serving entities, defined as those public service 

corporations that provide electricity generation service and operate or own, in 

whole or in part, a generating facility or facilities with capacity of at least 50 

megawatts combined; 

b. Delete numerous demand-side data fields from historical data filing 

requirements; 

Change the forecasting and planning horizon from 10 years to 15 years; 

Require submission of forecasts, analyses, and plans (other than the work plan) 

every even year rather than every 3 years; 

Require load-serving entities to submit data regarding air emissions, water 

consumption, and tons of coal ash produced; 

c. 

d. 

e. 

The fourth draft was revised during the Open Meeting through amendments. 
_ _  
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Require load-serving entities to analyze and address in their plans 

environmental impacts related to air emissions, solid waste, and other 

environmental factors and reduction of water consumption and to address the 

costs for compliance with current and projected environmental regulations; 

Require that a 15-year resource plan: 

i. 

11. Include renewable energy resources so as to meet the Annual 

Renewable Energy Requirement in A.A.C. R14-2-1804 or a specified 

annual percentage; and 

Include distributed generation energy resources so as to meet the 

Distributed Renewable Energy Requirement in A.A.C. R14-2-1805 or a 

specified annual percentage; 

Address energy efficiency so as to meet Commission requirements; 
.. 

... 
111. 

Require submission every odd year of a work plan that outlines the 15-year 

resource plan (due the next year) and sets forth the load-serving entity’s 

method for assessing potential resources, the sources of its current 

assumptions, and a general outline of the procedures it will follow for public 

input; 

Address the use of confidentiality agreements to protect confidential business 

data or electricity infrastructure information required to be submitted under the 

proposed lR€’ rules; 

Establish a deadline for Staff to file a report including its analysis and 

conclusions regarding the plans and analyses filed by load-serving entities; 

Establish a deadline for the Commission to issue an order either 

acknowledging a load-serving entity’s resource plan or stating the reasons for 

not acknowledging the resource plan; 

Require the Commission, in considering a resource plan, to consider additional 

factors; 

Make a Commission hearing on a resource plan discretionary, allow for a 

6 DECISION NO. 71722 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

I 22 

23 

24 

25 

26 

27 

28 

n. 

0. 

P. 

9. 

r. 

S.  

DOCKET NO. RE-OOOOOA-09-0249 

Commission workshop on a resource plan, and provide that the Commission 

may extend its order deadline if a hearing or workshop is held; 

Require the Commission to consider a load-serving entity’s historical data, 

analyses, and plans when evaluating the load-serving entity’s performance in 

rate cases and other proceedings; 

Allow a load-serving entity to file for approval of specific resource planning 

actions; 

Allow a load-serving entity to file an amendment to an acknowledged resource 

plan if conditions or assumptions change materially; 

Establish requirements for load-serving entity procurement methods for the 

wholesale acquisition of energy, capacity, and physical power hedge 

transactions; 

Require a load-serving entity to engage an independent monitor to overnee all 

request for proposal (“RFF”’) processes for procurement of new resources; and 

Establish a process for selecting an independent monitor, provisions for 

payment of independent monitor costs and potential recovery of those costs, 

and responsibilities of an independent monitor. 

19. On January 15,2010, Staff filed an Economic, Small Business, and Consumer Impact 

ltatement (“EIS”). The EIS is attached hereto and incorporated herein as Exhibit E. 

20. 

21. 

On February 16,2010, WRA filed comments on the proposed IRP rules. 

On March 2, 2010, Staff filed Staffs Response to Written Comments in this matter, 

thich is attached hereto and incorporated herein as Exhibit C-1. 

22. On March 4, 2010, an oral proceeding on the proposed IRP rules was held at the 

:ommission’s offices in Phoenix, Arizona. Staff appeared through counsel, provided a statement 

ummarizing the purpose of the proposed IRP rules, and provided Staffs analysis of the applicability 

D this rulemaking of Laws 2009, Chapter 7, 5 28 (3rd Special Session) (“Moratorium”). Staff also 

nswered a number of questions from the presiding officer related to the language of the proposed 

Rp rules. Interwest Energy Alliance provided public comment in support of the rulemaking, and 

7 DECISION NO 71722 
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two individuals provided public comment urging the Commission to adopt energy efficiency 

standards and goals.’ 

23. On April 1, 2010, Staff filed Staffs Response to Oral Comments in this matter, which 

is attached hereto and incorporated herein as Exhibit C-2. Staff included several recommendations 

for clarifying changes to the language of the proposed IRF’ rules. In addition, Staff asserted that it is 

not necessary to make any revisions to the EIS filed on January 15,201 0. 

Authoritv for this Rulemaking 

24. The Commission possesses the authority to engage in rulemaking under both its 

constitutional authority and its statutory authority endowed by the legislature. In the WRM, Staff 

cited both constitutional authority and statutory authority for this rulemahng.8 

25. Article 15, $ 3  of the Arizona Constitution (“Art. 15, 5 3”) provides, in pertinent part: 

The Corporation Commission shall have full power to, and shall, prescribe 
just and reasonable classifications to be used and just and reasonable rates 
and charges to be made and collected, by public service corporations 
within the State for service rendered therein, and make reasonable rules, 
regulations, and orders, by which such corporations shall be governed in 
the transaction of business within the State . . . and make and enforce 
reasonable rules, regulations, and orders for the convenience, comfort, and 
safety, and the preservation of the health, of the employees and patrons of 
such corporations. . . . 

The Arizona Supreme Court has declared that this constitutional provision gives the Commission 

exclusive authority to establish rates and to enact rules that are reasonably necessary steps in 

ratemaking and, further, that deference must be given to the Commission’s determination of what 

regulation is reasonably necessary for effective ratemakir~g.~ 

26. As is discussed fixther below, the Commission finds that the proposed IRF Rules are 

reasonably necessary for effective ratemaking and thus that this rulemaking is wholly authorized 

The two individuals, a married couple who are SRP customers, were informed that the Commission also has a 
lending rulemaking for elechic energy efficiency rules and were provided with the NPRM for that rulemaking, for which 
he oral proceeding was scheduled on March 5,2010. ’ Specifically, Staff cited the following: Arizona Const. Art. 15, 5 3; A.R.S. %40-202,40-203,40-321,40-322,40- 
281, and40-282. ’ Arizono Colporation Commh v. Woods, 171 Ariz. 286,294 (1992) (“Woods”) (concluding that the Commission had 
be authority under its constitutional ratemaking power to enact its Affiliated Interest rules, because they are reasonably 
ecessary for ratemaking, and giving deference to the Commission’s determination of what regulation is reasonably 
ecessary for effective ratemaking). 

1 
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mder Art. 15, 5 3. However, without waiving its position that this rulemaking is wholly authorized 

)y Art. 15, 5 3, the Commission also sets forth herein its statutory authority, and its additional 

.onstitutional authority, for this rulemaking 

27. A.R.S. 3 40-20Z(A) provides: "The commission may supervise and regulate every 

iublic service corporation in the state and do all things, whether specifically designated in this title or 

n addition thereto, necessary and convenient in the exercise of that power and jurisdiction." This 

anguage, although very broad, has been interpreted by the Arizona Supreme Court as bestowing no 

idditional powers on the Commission other than those already granted by the Arizona Constitution or 

pecifically granted elsewhere by the legislature, although the Court acknowledged that it also 

irovides the Commission the authority to do those things necessary and convenient in the exercise of 

he powers so granted. lo 

28. A.R.S. 3 40-203 states: 

When the commission finds that the rates, fares, tolls, rentals, charges or 
classifications, or any of them, demanded or collected by any public 
service corporation for any service, product or commodity, or in 
connection therewith, or that the rules, regulations, practices or contracts, 
- are unjust, discriminatory or preferential, illegal or insufficient. the 
commission shall determine and urescribe them bv order. as urovided in 
this title." 

29. A.R.S. 8 40-321(A) states: 

When the commission finds that the equipment, appliances, facilities or 
service of any public service corporation, or the methods of manufacture, 
distribution, transmission, storage or supply employed by it, are unjust, 
unreasonable, unsafe, improper, inadequate or insufficient, the 
commission shall determine what is just, reasonable, safe, proper, 
adequate or sufficient, and shall enforce its determination by order or 
regulation. 

A.R.S. 5 40-322(A) states, in pertinent part: 

The commission may: 
1. Ascertain and set just and reasonable standards, classifications, 
regulations, practices, measurements or service to be furnished and 
followed by public service corporations other than a railroad. 
2. Ascertain and fix adequate and serviceable standards for the 

30. 

' 
' Southern Pacjfic Co. v. Arizona C o p  Comm'n, 98 Ark. 339,348 (1965). 

A.R.S. 5 40-203 (emphasis added). __ 
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measurement of quantity, quality, pressure, initial voltage or other 
condition pertaining to the supply of the product, commodity or service 
furnished by such public service corporation. 
3. Prescribe reasonable regulations for the examination and testing of the 
product, commodity or service and for the measurement thereof. 

31. A.R.S. $8 40-281 and 40-282 require a public service corporation to obtain a 

Certificate of Convenience and Necessity (“CC&N‘? &om the Commission before constructing any 

plant or system, prohibit a public service corporation from exercising any right or privilege under a 

franchise or permit without first obtaining a CC&N, and authorize the Commission to attach to the 

exercise of rights under a CC&N such terms and conditions as the Commission deems that the public 

convenience and necessity require. (See A.R.S. $§ 40-281(A), (C); 40-282(C).) 

32. The Commission has authority for this rulemaking, both constitutional and statutory, 

specifically with regard to requiring public service corporations to file information with the 

Commission. Article 15,s 13 of the Arizona Constitution provides: “All public service corporations 

. . . shall make such reports to the Corporation Commission, under oath, and provide such information 

concerning their acts and operations as may be required by law, or by the Corporation Commission.” 

In addition, A.R.S. 5 40-204(A) states: 

Every public service corporation shall furnish to the commission, in the 
form and detail the commission prescribes, tabulations, computations, 
annual reports, monthly or periodical reports of earnings and expenses, 
and all other information required by it to cany into effect the provisions 
of this title and shall make specific answers to all questions submitted by 
the commission. If a corporation is unable to answer any question, it shall 
give a good and sufficient reason therefor. 

These provisions grant the Commission authority to require a public service corporation to provide 

reports concerning both past business activities and future plans.’* 

33. In addition, by its plain language, Art. 15, 5 3 grants the Commission authority to 

regulate public service corporations in areas other than ratemaking, specifically authorizing the 

Commission to “make and enforce reasonable rules, regulations, and orders for the convenience, 

comfort, and safety, and the preservation of the health, of the employees and patrons of [public 

~ 

Arizona Pub. Sew, Co. v Arizona Corp. Comm’n, 155 Ariz. 263 (App. 1987), approved in part, vacatedinpart, 157 
Ariz. 532 (198s). 
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service]  corporation^.^,'^ 

Rationale for the Rulema..inl 

34. At the oral proceeding for this rulemaking, Staff explained: 

The purpose of resource planning is for load-serving entities to meet the 
electric needs of their customers by choosing the best mix of resources 
with input f?om stakeholders in a transparent process, with consideration 
of reliability, deliverability, cost, environmental impacts, risk, other 
utilities’ plans, and public policy. The proposed rulemaking would update 
the existing resource planning rules and add sectiomlgn procurement and 
on independent monitor selection and responsibilities. 

15 , 35. Regulating electric utilities’ resource portfolios is an essential part of the 

Commission’s efforts to meet its constitutional obligation to “prescribe just and reasonable rates and 

charges to be made and collected . . . by public service corporations within the State for service 

rendered therein”’6 because a utility’s resource portfolio largely dictates its physical assets and 

Zxpenses 

36. The public service corporations that currently meet the defnition of “load-serving 

entity” are AEPCO, APS, UNS, and TEP, all of whom are electric utilities subject to the current R P  

rules, and none of whom are small businesses. 

37. Arizona currently has a monopoly market structure for electric utilities. The 

Commission generally sets rates for the electric utilities using the following formula: (Rate Base x 

Rate of Return) + Expenses = Revenue Requirement. “Rate Base” is the dollar value of the physical 

assets prudently acquired and used and useful in the provision of utility service. “Rate of Return” is 

the authorized return on the utility’s rate base and is expressed as a percentage. “Expenses” are the 

reasonable and prudent costs of service that cannot be capitalized, such as purchased power costs, 

fuel costs, salaries, and taxes. The resulting “Revenue Requirement” is the amount that a utility is 

authorized to collect from its customen through its rates and that the rates adopted by the 

Commission are designed to produce. Thus, the rates that a utility is authorized to charge its 

l 3  

159 (1939) (“pncific Greyhound? and its progeny. 

Is 

in the wholesale market. 

Ariz. Const., Art. 15, $3. The Commission is aware ofArizona Corp. Comm’n v. Pacifc GreyhoundLines, 54 Ariz. 

TI. at4. 
A utility’s resource portfolio is the collection of assets or obligations used to generate eleclricity or procure electricity 

See Ark. Const., Art. 15, 6 3; Decision No. 69127 (November 14,2006). 
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customers are inextricably related to the amount of physical assets (such as generation plant facilities) 

used by the utility and the costs of service incurred by the utility (such as costs of purchasing power 

to meet peak load and the costs of the fuel sources used to generate electricity). 

38. If load-serving entities are permitted to recover the costs of compliance with the 

revised IRP rules through ratemaking (because the costs of compliance are included as reasonable and 

prudent expenses), the load-serving entities’ revenue requirements will be impacted. 

39. The increased generation source diversity required in load-serving entities’ long-term 

resource plans under the revised IRP rules will impact the load-serving entities’ rate base (as a result 

of decisions regarding whether to build additional plant, how much, and of what type) and the load- 

serving entities’ expenses (likely by lowering costs through decreased reliance on volatile and 

uncertain fossil-he1 based generation and increased use of more stable fuel sources) and should result 

in long-term cost savings to the load-serving entities and thus to their customers because of decreased 

reliance on volatile fossil-fuel based generation and increased reliability and cost stability. 

40. The increased generation source diversity required in load-serving entities’ long-term 

resource plans, and the requirement for load-serving entities to consider and address environmental 

impacts, such as air emissions, coal ash, and water consumption, should result in benefits to the 

public at large that cannot be adequately quantified at this time. 

4 1. Because the procurement process set forth in the rules is generally consistent with the 

BPPs previously adopted by the Commission, the procurement process should not result in a 

significant change in costs to load-serving entities. 

42. In the Decision adopting the Renewable Energy Standard and Tariff Rules (“IIEST 

Rules”)” (which require affected utilities” to satisfy an annual renewable energy requirement by 

obtaining renewable energy credits from eligible renewable energy resources and to satisfy a 

distributed renewable energy requirement by obtaining renewable energy credits from distributed 

renewable energy resources), the Commission made the following specific findings, which we a f f i i  

herein: 

I’ 

l8 

distribution company withmore than half of its customers located outside of Arizona. (A.A.C. R14-2.1801.) 

The REST Rules are codified at A.A.C. R14-2-1801 through R14-2-1815. 
An affected utility is a public service corporation serving retail elechic load in Arizona that is not a utility 
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Electric utilities’ generation portfolios consist primarily of fossil fuel 

resources; 

Electric utilities need to add new generation resources to their portfolios to 

meet load growth and ensure adequate service to customers; 

Electric utilities’ generation portfolios lack adequate and sufficient diversity to 

promote and safeguard the security, convenience, health, and safety of their 

customers and the Arizona public; 

Renewable energy sources rely on free energy or very low-cost energy, are less 

polluting than conventional energy sources, and are not subject to the same 

price fluctuations and transportation disruptions as are conventional fossil fuel 

energy sources; 

Continued reliance on fossil fuel generation resources without the addition of 

renewable generation resources is inadequate and insufficient to promote and 

safeguard the security, convenience, health, and safety of electric utilities’ 

customers and the Arizona public and is thus unjust, unreasonable, unsafe, and 

improper; 

It is just, reasonable, proper, and necessary to require a diverse fuel supply for 

Arizona’s electricity needs in order to reduce reliance on fossil fuel energy 

sources in Arizona and promote and safeguard the security, convenience, 

health, and safety of electric utilities’ customers and the Arizona public; 

Electric service provided &om renewable resources is in the public interest; 

and 

It is just, reasonable, proper, and necessary for the Commission to require 

electric utilities to include a minimum amount of renewable resources in their 

energy portfolios in order to reduce air pollution emissions and their associated 

external costs and to promote and safeguard the security, convenience, health, 

- 

13 DECISIOV NO. -71722 .._ -. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

DOCKET NO. RE-00000A-09-0249 

and safety of their customers and the Arizona public.’’ 

43. The proposed IRP rules are designed to ensure that the costs and rates for electric 

service over the long-run are just and reasonable, that electric service to Arizona customers is 

adequate and reliable, and that adverse environmental impacts from fossil-fuel generation are 

minimized to the extent feasible. The proposed IRP rules will accomplish this by requiring load- 

serving entities to engage in long-term resource planning, to factor adverse environmental impacts 

and energy efficiency into their planning processes, to consider using a wide range of resources 

within their resource portfolios to promote fuel and technology diversity within their resource 

portfolios, to diversify their energy resource portfolios by meeting established standards for 

renewable energy resources and distributed generation energy resources, and to use procurement 

processes based on the BPPs adopted in Decision No. 70032. To ensure that the Commission is kept 

informed and is able to monitor load-serving entities’ resource planning processes, the proposed IRP 

rules also require the load-serving entities to continue submitting historical data to the Commission 

and to submit projections, work plans, and action plans to the Commission. The proposed IRP rules 

are the progeny of a long line of rate-regulating rules and regulations; are reasonably necessary for 

effective ratemaking and for the convenience, comfort, safety, and preservation of health of the 

patrons of load-serving entities; and will result in the adoption of just, reasonable, safe, proper, 

adequate, and sufficient standards for load-serving entities’ resource plans. 

Rulemakine Requirements 

44. A.R.S. 5 41-1057(2) exempts Commission rules h m  A.R.S. Title 41, Chapter 6, 

Article 5, pertaining to review and approval of rulemakings by the Governor’s Regulatory Review 

Council, but requires the Commission to “adopt substantially similar rule review procedures, 

including the preparation of an economic impact statement and a statement of the effect of the rule on 

small business.” 

45. A.R.S. 5 41-1022Q3) provides that if, as a result of public comment or internal review, 

in agency determines that a proposed rule requites substantial change pursuant to A.R.S. 5 41-1025, 

l 9  See Decision No. 69127 at 54-55. 
-. ~ 
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he agency shall issue a supplemental notice containing the changes in the proposed rule and shall 

rrovide for additional public comment pursuant to A.R.S. 5 41-1023. 

46. A.R.S. 5 41-1025 provides that an agency must consider all of the following in 

letermining whether changes to a rule constitute a substantial change from the rule as proposed: 

1.  The extent to which all persons affected by the rule should 
have understood that the published proposed rule would affect their 
interests. 

2. The extent to which the subject matter of the rule or the 
issues determined by that rule are different from the subject matter or 
issues involved in the published proposed rule. 

The extent to which the effects of the rule differ &om the 
effects of the published proposed rule if it had been made instead. 

A.R.S. 5 41-1044 requires the Attorney General to review rules that are exempt 

iursuant to A.R.S. 5 41-1057 as to form and whether the rules are clear, concise, and understandable; 

vithin the power of the agency to make; within the enacted legislative standards; and made in 

:ompliance with appropriate procedures. 

3. 

47. 

48. Although Commission rules generally are subject to review and certification by the 

Ittorney General under A.R.S. 5 41-1044 before they become effective, Commission rules 

momulgated pursuant to the Commission’s exclusive constitutional ratemaking authority need not be 

Iubmitted to the Attorney General for certification!’ However, a single rulemaking may contain both 

ules that require Attorney General certification and rules that do not because they are made under the 

:ommission’s constitutional ratemaking authority.22 

49. The Moratorium provides that for fiscal year 2009-2010, an agency shall not conduct 

my rulemaking that would impose increased monetary or regulatory costs on other state agencies, 

iolitical subdivisions, persons, or individuals or would not reduce the regulatory burden on the 

iersons or individuals so regulated. By its own terms, the Moratorium does not apply to rulemakings 

‘[tlo fulfill an obligation related to fees, rates, fines or regulations that are expressly delineated in the 

:onstitution of this state” or “[t]o eliminate or replace archaic or illegal rules,” among others. 

A.R.S. 5 41-102S(B). 
Corbin v. Arizona Corv. Comm’n. 174 Ariz. 216, 219 (App. 1992); Phelps Dodge Corp. v. AEPCO, 207 A r k  95, ’ 

.. 
I15 (App. 2004) (“Pfielps iodge”) .  

See, e.g,  Phelps Dodge, 207 Ariz. at 129-30. 
- 
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Moratorium subsections (B)(4), (7)) The Moratorium M e r  provides that an agency shall not 

:onduct any rulemaking permitted by the Moratorium without the prior written approval of the 

jovemor, but expressly exempts the Commission. from that requirement. (Moratorium subsectior 

50. Because the Commission is conducting this rulemaking to fulfill its constitutional 

atemaking obligation under Art. 15, $ 3, this rulemaking is not prohibited by the Moratorium. In 

Iddition, the Commission is not required, by the express terms of the Moratorium, to obtain GovemoI 

ipproval before proceeding with this rulemaking. 

51. Although the Commission finds that this rulemaking is being conducted to fulfill the 

:ommission’s constitutional obligation under Art. 15, 4 3, and pursuant to its plenary and exclusive 

atemaking authority under Art. 15, $ 3, and thus that the Commission is not required to obtain 

ittomey General certification of this rulemaking under A.R.S. $ 41-1044, the Commission finds that 

t is prudent, in an abundance of caution and without waiving its position as to its constitutional 

iuthority for the rulemaking, to submit this rulemaking to the Attorney General for certification. 

’ublic Comments 

52. The Commission received one set of written comments, ffom WRA, after the 

mblication of the NPRM. WRA stated that the proposed IRP rules are in the public interest and 

hould be adopted by the Commission, with a few clarifications, and that the proposed IRP rules have 

nany strengths, including explicit reference to environmental impacts of power generation, 

ecognition of the uncertainties encountered in planning, recognition of the multiple objectives of 

esource planning, the public input process to be used in creating resource plans, and Commission 

cknowledgment of resource plans. WRA further stated: 

Arizona electric utilities will be making numerous resource decisions in 
the coming decades and their choices will affect electric rates, their own 
financial condition, and environmental quality. These decisions will be 
made in a fog of uncertainty and the resource planning process can help 
manage the risks posed by uncertain fuel prices, uncertain capital costs for 
new resources, risks to cost recovery, and potential costs of reducing 
environmental impacts. 

VRA requested that the following clarifying changes be made to the proposed IRP rules: 

a In Rule 701(33), in the definition of “Production Cost,” that the phrase 
~ .~ 

___ 
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“(including fuel cost),” which was stricken in the proposed IRP rules, be 

restored; 

b. In Rule 704(B), that “Environmental impacts of resource choices and 

alternatives’’ be listed as a factor to be considered by the Commission, to make 

the rule consistent with the numerous provisionsz3 in the proposed IRP rules 

requiring environmental impacts to be addressed; and 

In Rule 703(F’)(6), at the end of the subsection, that “or in an order of the 

Commission” be added to clarify that an energy efficiency requirement set by 

the Commission by order rather than by rule would need to be met in a load- 

serving entity’s resource plan. 

c. 

53. The Commission did not receive any other written comments to the proposed IRP 

des during the formal comment period after the NPRM was published on January 8,2010. 

54. During the oral proceeding in this matter, on March 4, 2010, the Commission received 

ral comments from Interwest Energy Alliance, a participant in the Commission’s public process to 

evelop the proposed IRP rules, and from two private individuals who are customers of SRP. 

nterwest Energy Alliance asserted that the public process was a very good process, with broad 

articipation and much collaboration; that the procurement methodology and independent monitor 

rovisions in the proposed IRP rules are very important for independent developers and are important 

3r making sure that good resources are obtained in the future; and that the proposed IRP rules will be 

a very important tool for commissioners, for utilities, [and] for stakeholders moving forward to be 

ble to evaluate really complex issues that we’re starting to face in energy.”24 One of the private 

idividuals urged the Commission to adopt aggessive energy efficiency standards and goals in rules, 

nd both of the private individuals expressed support for the direction the Commission is takmg with 

egard to energy efficiency.*’ 

55. A document summarizing the written and oral comments received on the proposed 
~ ’ WRA asserted that the proposed IRP rules include more than a dozen passages pertaining to analysis and 

onsideration of the environmental aspects of various generation resources and their alternatives, citing Rule 703(D)(17) 
nd Rule 703(F)(3) as two such examples. 

’ SeeTr. at 13-17, 
Tr. at 12. I 

17 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

~ 

DOCKET NO. RE-OOOOOA-09-0249 

RP rules and providing the Commission’s responses to those comments is attached hereto as Exhibit 

3 and incorporated herein. The summary of comments and the Commission’s responses to those 

:omments, as set forth in Exhibit E, should be included in the Preamble for a Notice of Final 

Lulemaking in this matter. 

’robable Economic Impacts 

56. Staff‘s EIS asserts that load-serving entities may incur additional costs as a result of 

his rulemaking because they will be required to increase their analyses and reporting activities; that 

hese additional costs may be recovered through load-serving entities’ rates to customers; and that 

:ustomers of load-serving entities (private entities or political subdivisions) will benefit from 

:xpanded resource planning that considers the total cost of electric energy services, reliability, and 

isk and may benefit &om a fair and transparent procurement process that will encourage the lowest 

irices for the acquisition of resources. We find that these assertions are accurate and should be 

ncluded in the EIS for this rulemaking. 

57. We also find that the information set forth in Findings of Fact Nos. 36 through 41 

hould be added to the EIS for this rulemaking to reflect more fully the rulemaking’s impacts. 

;taws Recommendations 

58. Staff recommends the following changes to the language of the proposed IRP rules as 

iublished in the NPRM: 

a. The changes requested by WRA in its written comments, as set forth in 

Findings of Fact No. 52, which Staff asserts are clarifications? 

In 703(D)(l)(h), that the language “, including the cost of compliance with 

existing and expected environmental regulations” be added at the end of the 

b. 

subsection to accommodate language currently included in 703@)(17) but 

more appropriately included in 703(D)(l)(h); 

In 703(D)(17), in the first sentence, that the language “a plan” be deleted c. 

‘ Staff asserted that not including “or in an order of the Commission” in Rule 703(F)(6) was an oversighf as it was 
lways contemplated that any Commission energy efficiency standards set by order as opposed to tule would be 
ddressed in resonrce plans. (Tr. at IO.) In addition, Staff asserted that adding the concept of environmental impact to the 
3ctors to be considered in Rule 704(B) is merely a clarification, as Staff considered environmental impacts to be 
ncompassed witbin Rule 704(B)(7) andor 704(B)(8). (TI. at 11.) 
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before “for reducing water consumption” to clarify that reducing water 

consumption can be included in the plan for reducing environmental impacts; 

In 703(D)(17), that the second sentence be deleted because it is more 

appropriate for the language to be included in 703@)(l)(h) and because the 

language is redundant with 703(E)(l)(d); 

In 703@)(17), that the last two sentences be deleted and moved to a separate 

subsection 703(1), with conforming changes, because a separate subsection 

would be a more appropriate location; 

In 703(F)(4), that the language preceding the list be revised to read “Will 

include renewable energy resources to meet or exceed the greater of the 

Annual Renewable Energy Requirement in R14-2-1804 or the following 

annual percentages of retail kWh sold by the load-sewing entity” to improve 

clarity; 

In 703(F)(5), that the language preceding the list be revised to read “Will 

include distributed generation energy resources to meet or exceed the greater 

of the Distributed Renewable Energy Requirement in R14-2-1805 or the 

following annual percentages as applied to the load-serving entity’s Annual 

Renewal Energy Requirement” to improve clarity; and 

In 706(D), that the language “Staff considers to be qualified” be changed to 

read “Staff has determined to be qualified” to improve clarity. 

59. The changes recommended by Staff as set forth in Findings of Fact No. 58 would 

ncreme the clarity, conciseness, and understandability of the proposed JRP rules and should be 

dopted. 

60. The changes recommended by Staff as set forth in Findings of Fact No. 58 would not 

esult in a substantial change to the proposed R P  rules, as determined under A.R.S. 3 41-1025, and 

tould not necessitate a Notice of Supplemental Proposed Rulemaking because they will not change 

he persons affected by the rules, the subject matter of the rules, the issues determined by the rules, or 
- 
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he effects of the d e s .  

61. As published in the NPRM, the proposed IRP rules included several minor errors that 

ihould be corrected in the Notice of Final Rulemaking for this r~lemaking,2~ specifically: 

a. In subsection 703@)(3)(c), the words “An explanation of” should be removed 

as redundant and replaced with “+he The”, 
In subsection 703(B)(l)(i), a stricken comma should appear before the 

underlined semicolon; 

In subsection 703(D)(14)(d), commas should be included before “including” 

and after “consumption”; 

b. 

c. 

d. In subsection 704@), the misspelling of “acknowledgment” should be 

corrected, and “the” should be underlined after “W’; 

The labels for subsections 703(B)(l)(l), (B)(l)(p), and (B)(4) should not be in 

strikeout; and 

The labels for subsections 703@) and (E) should not be in strikeout. 

e. 

f. 

The proposed IRF’ rules, with the changes recommended by Staff in Findings of Fact 

\To. 58 and the minor corrective changes described in Findings of Fact No. 61 (“revised IRP rules”), 

ue set forth in Exhibit D and incorporated herein and should be adopted by the Commission. 

62. 

63. The revised JRP rules, as set forth in Exhibit D, should be submitted to the Attorney 

kneral’s Office for approval pursuant to A.R.S. $ 41-1044, in the form of a Notice of Final 

Wemaking that includes aPreamble complying with A.R.S. 5 41-1001(14)(d), along with a separate 

konomic, Small Business, and Consumer Impact Statement that combines the information contained 

n the EIS filed by Staff and the information set forth in Findings of Fact Nos. 36 through 41. 

CONCLUSIONS OF LAW 

1. Pursuant to Arizona Constitution, Art. 15, 5 3, the Commission has authority and 

urisdiction to amend Article 7 and Rules 701 through 704 and to adopt Rules 705 and 706 as 

eflected in Exhibit D. 

’ Several of these mors appear to have resulted from changes made at the Office of the Secretary of State. 
I 
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The revised E@ rules, as set forth in Exhibit D, are reasonably necessary steps for 

:ffective n~-.making and are reasonably necessary for the convenience, comfort, safety, and 

iresewation of health of the patrons of load-serving entities and will result in the adoption of just, 

easonable, safe, proper, adequate, and sufficient standards for load-serving entities’ resource plans. 

3. Because the Commission is adopting the revised IRF’ rules to fulfill its constitutional 

atemaking obligation under Art. 15, 3 3, this rulemaking is not prohibited by Laws 2009, Chapter 7, 

~ 28 (3rd Special Session). 

4. Although the Commission is not required to submit rulemakings authorized by the 

:ommission’s constitutional authority under Art. 15, § 3 to the Attorney General for certification 

lnder A.R.S. 3 41-1044, it is permissible for the Commission to do so, and the Commission’s 

lecision to do so does not constitute a waiver of its position that this rulemaking is wholly authorized 

iy Art. 15, $3 .  

5. Pursuant to Arizona Constitution, Art. 15, $5 3 and 13 and A.R.S. 83 40-202(A), 40- 

:03, 40-204(A), 40-281(A), 40-282(C), 40-321(A), and 40-322(A), the Commission has additional 

uthority and jurisdiction to amend Article 7 and Rules 701 through 704 and to adopt Rules 705 and 

‘06 as reflected in Exhibit D. 

6. Notice of the oral proceeding regarding the NF%M was provided in the manner 

irescribed by law. 

7. Article 7 and Rules 701 through 706, as set forth in Exhibit D, contain no substantial 

,hanges from the proposed IRe rules as published in the NPRM. 

8. Article 7 and Rules 701 through 706, as set forth in Exhibit D, are clear, concise, and 

mdderstandable; within the Commission’s power to make; within enacted legislative standards; and 

nade in compliance with appropriate procedures. 

9. 

iublic interest. 

Adoption of Article 7 and Rules 701 through 706, as set forth in Exhibit D, is in the 

10. A separate Economic, Small Business, and Consumer Impact Statement that combines 

he information contained in the EIS filed by Staff and the information set forth in Findings of Fact 

Jos. 36 through 41 will comply with A.R.S. 41-1057(2) and should be adopted. 
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11. The summary of the written and oral comments received concerning the NPRM and 

.he Commission’s responses to those comments set forth in Exhibit E are accurate, will comply with 

4.R.S. 5 41-1001(14)(d), and should be included in the Preamble for the Notice of Final Rulemaking 

ror this matter. 

ORDER 

IT IS THEREFORE ORDERED that Arizona Administrative Code Title 14, Chapter 2, 

4rticle 7, and Rules R14-2-701 through R14-2-706, as set forth in Exhibit D, are hereby adopted. 

IT IS FURTHER ORDERED that the Commission’s Utilities Division S t f i e g a l  Division 

Staff shall create a separate Economic, Small Business, and Consumer Impact Statement that 

:ombines the information contained in the EIS filed by Staff and the information set forth in Findings 

)f Fact Nos. 36 through 41 and that the Commission hereby adopts the separate Economic, Small 

3usiness, and Consumer Impact Statement so created. 

IT IS FURTHER ORDERED that the Commission’s Utilities Division Staff/Legal Division 

3aff shall prepare and file with the Office of the Attorney General, for approval pursuant to Arizona 

ievised Statutes 4 41-1044, a Notice of Final Rulemaking that includes the text of Arizona 

kdministrative Code Title 14, Chapter 2, Article 7, and Rules R14-2-701 through R14-2-706, as set 

brth in Exhibit D, and a Preamble that conforms to Arizona Revised Statutes $ 41-1001(14)(d) and 

ncludes a summary of comments and Commission responses as set forth in Exhibit E. The 

:ommission’s Utilities Division StafULegal Division Staff shall also file with the Office of the 

Zttomey General the separate Economic, Small Business, and Consumer Impact Statement required 

o be created by the second ordering paragraph herein and any additional documents required by the 

Iffice of the Attorney General for its approval process. 

. .  

. .  

_ .  
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IT IS FURTHER ORDERED that the Commission’s Utilities Division StaWLegal Division 

itaff is authorized to make non-substantive changes in the adopted Arizona Administrative Code 

’itle 14, Chapter 2, Article 7, and Rules R14-2-701 through R14-2-706, as set forth in Exhibit D; the 

dopted Economic, Small Business, and Consumer Impact Statement; and any additional documents 

equired by the Office of the Attorney General in response to comments received from the Office of 

he Attorney General during the approval process under Arizona Revised Statutes 3 41-1044 unless, 

fter notification of those changes, the Commission requires otherwise. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION 

IN WITNESS WHEREOF, I, ERNEST G. JOFDhf3R 
Executive Director of the Arizona Corporation Commission, 
have hereunto set my hand and caused the official seal of the 
Commission to be affixed at the Capitol, in the City of Phoenix, 
this 3”&dayof  5 4 - e  ,2010. 

E-%ECUTl?E DIRECTOR 

)ISSENT 

)ISSENT 
NHdb 
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Theodore Roberts 
Lawrence V. Robertson, Jr. 

I Tubac, AZ 85646 
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23 

24 

25 

26 
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28 

Troy Anatra 
Comverge, Inc. 
120 Eagle Rock Avenue, Suite 190 
East Hanover, NJ 07936 

Michael Patten 
Jason Gellman 
Roshka DeWulf & Patten, LLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, AZ 85004 

Philip Dion 
UniSource Energy Corporation 
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Dennis Hughes 
Navopache Electric Cooperative, Inc. 
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Tyler Carlson 
Mohave Electric Cooperative, Inc. 
PO Box 1045 
Bullhead City, AZ 86430 

Michael Curtis 
William Sullivan 
Curtis, Goodwin, Sullivan, Udal1 & Schwab, PLC 
501 East Thomas Road 
Phoenix, AZ 85012-3205 

Eric Guidry 
2260 Baseline Road - 200 
Boulder, CO 80302 

Dan Austin 
Comverge, Inc. 
6509 W. Frye Road, Suite 4 
Chandler, AZ 85226 

Steven Olea, Director 
Utilities Division 
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1200 West Washington Street 
Phoenix, AZ 85007 

Janice Alward, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 
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NOTICE OF PROPOSED RULEMAKING 

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; 
SECURITIES REGULATION 

CHAPTER 2. CORPORATION COMMISSION 
FIXED UTILITIES 

Editor i Note: The following Notice ofproposed Rulemaking is exempt from Laws 2009. 3rd Special Session. Ch. 7, $ 28. (See 
rhe rex1 of $28 on page 74.) 

[RO9-140] 

- 1. -AffecLcd 
Article 7 
R14-2-701 
R14-2-702 
RI 4-2-703 
R14-2-704 
R14-2-705 
R14-2-706 

PREAMBLE 

Amend 
Amend 
Amend 
Amend 
Amend 
New Section 
New Section 

- 2. The soecific authoritv for the rulemakinp. includinp both the authorizine statute feeneral) and the statutes the 

AuthorizinE statute: Arizona Constitution ArticleXV 5 3; A.R.S. $6  40-202; 40-203; 40-321,40-322,40-281,40-282 
p 

- 
Implementing statute: Arizona Constitution Article XV 5 3; A.R.S. 55 40-202; 40-203; 40-321, 40-322,40-281,40- 
282 

3. 
Notice of Rulemaking Docket Opening: 16 A.A.R. 72, Januay 8,2010 (in rhis issue) 

and ad dress of apenc Y oersonnel with whom Dersons mav commun icatere P ardin P t he N le m akin P : 6 Thename 
Name: Maureen A. Scott, Esq. 

Attorney, Legal Division, Corporation Commission 

Address: 1200 W. Washington St 
Phoenix, A 2  85007 

Telephone: (602) 542-3402 
Fax: (602) 542-4870 
E-mail: mscott@iazcc.gov 
or 

Name: Barbara Keene 

Address: I200 W. Washington St. 

Public Utilities Analyst. Corporation Commission 

Phoenix, A 2  85007 
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Telephone: (602) 542-0853 
Fax: (602) 364-2270 
E-mail: bkeene@azcc.gov 

The purpose of Resource Planning is for load-sewing entities to meet the electric needs of their customers by choos- 
ing the best mix of resources, with input from stakeholders in a transparent process, with consideration of reliability, 
deliverability, cost, environmental impacts, risk, other utilities’ plans, and public policy. In its planning process and in 
meeting its load obligations, a load-serving entity shall conslder all available options. 
The Arimna Corporation Commission (..Commission”) adopted the existing Resource Planning rules in  1989. In 
2007, the Commission issued Decision No. 67144 which ordered Commission staff to schedule workshops on 
resource planning issues to focus on developing needed infrastructure and developing a flexible, timely, and fair com- 
petitive procurement process. If necessary, the workshops would be followed with rulemaking to amend existing 
rules. 
The proposed rulemaking would update the existing Resource Planning rules and add Sections on Procurement and 
on Independent Monitor Selection and Responsibilities. 

A reference to anv studv relevant to the role that the aeencv reviewed and Droooses either to relv on o r  not to rely 
pn in its evaluation o f  or iustification for the rule where the public mav obtain or review each stodv. all data 

- 5. An exolanation of the rule. iocludine the apencv’s reasons for initiating the rule; 

6- 

1 

; DUS wan t  of 

None 
- 7. ~ 

Not applicable 

The public at large will benefit from expanded resource planning that considers the total cost of electric energy ser- 
vices, reliability, and risk. A fair and transparent procurement process will encourage the lowest prices for the acqui- 
sition of resources. 
Load-serving entities will be required to increase their analyses and reporting activities. Although the load-serving 
entities are now engaging in some of the required activities, they may incur additional costs of complying with the 
rules. 
Probable costs to the Commission of the proposed rulemaking would include costs associated with reviewing filings, 
and participating in meetings and hearings. 

The name and address of aeenc v oersonnel with whom Dersons may communicate reeardine the aecuracv of the 

- 8. T;& 

9. - 
1 

~~ 

Name: 

Address: 

Telephone: 
Fax: 
E-mail: 

or 
Name: 

Address: 

Telephone: 
Fax: 
E-mail: 

Maureen A. Scott, Esq. 
Attorney, Legal Division, Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix. A 2  85007 

(602) 542-3402 
(602) 542-4870 

mscott@azcc.gov 

Barbara Keme 
Public Utilities Analyst, Arizona Corporation Cornmission 
1200 W. Washington St. 
Phoenix, A 2  85007 

(602) 542-0853 
(602) 364-2270 
bkeene@azcc.gov 

mailto:bkeene@azcc.gov
mailto:mscott@azcc.gov
mailto:bkeene@azcc.gov
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IO. The time. nlace. and nature of the oroceedings for the making. amendment. o r  reveal of the rule. or i f  no oroceed- 

Public comment will be held on March 4,2010, beginning at l0:OO a.m. or as swn as practicable thereafter, in Hear- 
ing Room 1 at the Commission’s Phowir offices of the Arizona Corporation Commission located at 1200 W. Wash- 
ington St.. Phoenix, AZ 85007. Hearing Division requests initial written comments be received on or before February 
16, 2010, and responsjye.wmments be received on or before February 23,2010. Comments should be submitted M 
Docket Control at the above.address. Please reference docket number RE-00000A-09-0249 on a11 documents. 

- 11. Anv other matters orescribed hv statute that are anolicahle to the specific aeencv o r  to anv specific rule o r  class of 

~ edin onthe  osed r le: 

__ 

* 
None 

None 
lncoroorations b v reference and their loeation in the rules: 

13. The  full text of the rules follows: - 
TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; 

SECURITIES REGULATION 

CHAPTER 2. CORPORATION COMMISSION 
FIXED UTILITIES 

ARTICLE 7. RESOURCE PLANNING 

Section 
R14-2-701. Definitions 
R14-2-702. Applicability 
R14-2-703. 
R14-2-704. Commission 

. .  
Review ofload-seivine Entitv Resource Plans . .  I 

R14-2-70j. Procurement 
R14-2-706. 

ARTICLE 7. RESOURCE PLANNING AND PROCUREMEKL 

In this Article. unless otherwise soecified: 
R14-2-701. Definitions . .  

. 11 

. 11 

&& 
&& 

, .  . .  * 
“Acknowledement” means a Commission determination. under R14-2-704. that a dan  meets the basic reouirements 
of this Article, 

4 4  

- 2. 

- I .  

~ 

or indirect common contro I with another entitv. 
SrL ”Benchmark“ - 
644 “Book life”-- the expected time period over which a power supply source will be available for use by 

5.  “Btu” means British thermal unit. 
F6. “Capacity” - _mean5 the amount of electric power, measured in meeawatts. w k b  that a power source is rated to pro- 

vid-. &z “Capital costs” - es, including land, land rights, structures, and 
equipment. 

to calibrate against a b o w n  set of values or standards. 

a&. 

the construction and installation wst of fac 
. .  4-$ . ,, 

- 8, <, 
which demand interval may be established on an annual. monthlv. or hourlv b asis. 

&9. “Customer class’’ - a %pette && of customers cateeorized acwrdinr! t~ wiik similar characteristics, such as 
amount of energy consumed-; amount of demand placed on the energy supply system at the system peak;; hourly, 

vrJll- 2 ~. ~~~~ ~ ~~ ~ ~ ~~~ ~ ~~ ~~~ ~~ ~~~~~ Page~36-~- -  ~~ ~~~~~ ~~~~~ ~~ ~~. ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ . ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ J a n u a r y  8,.2010 
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daily, or seasonal load pattern;; 
mal. industrial. aericultural. and eovemmental. and location. 

type of activity engaged in by the customer, including residential. commer- . .  

+LQ “Decommissioning”-means the process of safely and economically removing a eena.atina unit from service. 
+&= 

W~ “Demand management” -- beneficial reduction in the total cost of meeting electric energy service needs by 
reducing or shifting in time &e&mm&k electricity u. 

.I-&= “Derating”-  mean^^ reduction in a eeneratinq unit’s capacity. 
K;L?, “Discount rate”- ~ C B ~ S  the interut rate used to calculate the present value of a cost or other economic variable. 
- 14. ~ 

public electronic docketine sy stem. 
‘.Emersencv” means an unrorcseen and unfore,ceable condirion that. 
i~ . b 2 n o r  arise from rhe oad-sen ine enrinc’s failure IO enc&o-ofi&\ oractices. 
b. 
&& 
- 

16. .‘End use”-- the final application ofelectric energy. for activities such as. but not limited to, heating, cooling, 
r u n n i n g w a n  appliance-, or lighting. 

17. “Energy losses” - - g f  electric energy gen- not available for sale to end 
users, for resale, or for use by the &ity bad-servine enti= 

18. “Escalation”-- the change in costs due to inflation, changes in manufacturing processes, chanses in availability 

, .  . .  . 

of labor or materials, or other factors. 
+%* 

19. beat or sol 

20. ”Heat rate” - meang a measure of generating station thermal efficiency expressed in 

- 
enerev) into electric enerev. such as a turbine and generator or a set of DhObvoltaic cells. 

net 
the l&w&&m~ kilowart-hours of electricity generated. 

‘ Btusj per 
kilowatt-hour and computed by dividing the total Btu content of fuel used for electric generation by 

. .  
2&& . . .  . .  z & g  

... I.... 
21. 

22. 

23. “Intermittent resources” means electric Dower generation for which the enerm DrDduction varies in resmnse to natu- 

2&2&. “Interruptible power” - rnean~ power made available under an agreement that pee& jsm& 

“In-service date” -  mean^ the date a power supply source becomes available for use by &+&%&fa load-serving 

- 26. ~ 

I e rocure roces under 14- -706. 

a 
rallv occurnine Drocesses like wind or solar inknsitv. 

curtailment or cessation of delivery by the supplier. 

&. 

owns. in whole or in Dart. a seneratine facilitv or facilities with caoacitv of at least 50 meeawatts comhined 
“Lone term” means having a duration of three or morr sears 

S5-28 ‘Mamtenance” - mcan~ the repair of generation, transmission, distribution, 4 administrative, and general facili- 
I tics< replacement of minor items;; and installation of materials to preserve the efficiency and working condition of 

?&& 
. .  

“Mothballing” - ~.EQ$ the temporary removal of a & unit from active service and accompanying h g -  

“Operate” -  mean^ to manage or otherwise be responsible for the production of electricity +%em by a generating 
by another 

. January 8. 201 0 ~ .~ .. . ~~ I?age~37__ ~~~~~~ ~~~~~~~~ ~~~~~ ~ ~~ ~~~ ~Volume16,lssue2 

cwfft storage activities. 

facility, whether that facility is owned by the operator, in whole or in part, or . .  . 

-___ 
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entity. . .  
.2%& 
3&% “Participation rate”-- the proportion of customers who take part in a specific program. 

“Probabilistic analysis”-  mean^ a systematic evaluation of the effect, on costs, reliability, or other measures of per- 
formance, o f w p o s s i b l e  events affecting facton wk&~.bJ influence performance, considering the - 
likelihood that the events will occur. 

g& of produc- 
ing electricity through generation 4 plus the cost of purchases of power sufficient to meet demand. 

to make major changes, more extensive t-~ in the powet production, 
transmission, or distribution characteristics of a component of the power supply system 
p, such as & changing the fuels wkiek that can be used in a generating unit or changing the capacity of 
a generating unit. 

3 4 ~ “ R e l i a b i l i t y ” - ~  a measureofthe ability of&&t%+s a load-serving entitv’s generation, transmission,E+€“ 
distribution y s i e f f t s m t o  provide power without failures- . measured 
~’------.--.--~flectthe,~~oftimethateedtasystem 
is unable to meet demand or the 

36. 5 

“Production cost”- the variable operating and maintenance 

33-X ”Refurbish” - 

. .  . .  . 
kilowan-hours of demand that could not be supplied. 

that is not nuclear or fossil fuel. 
that a load-serving ent& must maintain in excess of 

its oeak load to wovide for scheduled maintenance. farced outages, unforeseen loads, emergencies, system operating 
3%2 “Reserve requirements”-- the capacity . ’ 

- -  
-, 

r~~~~~ ~~ 

requirements, and 
rovide ba u 18; “Reserve sharine arran cement” means an agreement between two or more load-servine entities to D ck D 

3&= “Resource planning” - msam integrated supply and demand 
GQE&E . . .  
2 analyses comoleted as 
described in this Article. 

. .  

40. “RFP” means reouest for ~rowsals .  
WL ”Self generation”- 
%&. “Sensitivity analysis”- 

the production of electricity by an md user e. 
a systematic assessment of the degree of response ofcosts, reliability, or other mea- 

sures of performance to changes in assumptions about factors wkiek Lhd influence performance. 
43. ”Short term” means havine a duration of less than three veal& 

doad-servine entipf must maintain connected to the sys- %&“Spinning reserve”- DIBE the capaciry 4 k k k & + y  ’ ’ - 
tern and r&dy to deliver power promptly i b  
!+e, expressed as a percentage of peak load, a$ a percentage of the largest gmmlbg unit, or as i!~ fixed megawatts. 

- tract. 

i c  title to the transaction. 

- 45. ~ 

- 46. 

- 47. 

Svstem ODerator. or New York Mercantile Exchanee. 
W 8 .  “Total cost”- means all caDital, oDerating, maintmance, fuel, and decommissioning costs. olus the costs associated . . .  - 

with mitieatine anvadverse environmentaleffects incurrezI;hv- in the pro- 
vision or conservation of electric energy services e 
!a+&%es. 

. . .  

R14-2-702. Applicability 
A. . . .  

~ . .  
. .  entitv. whether the Dower eenera- . . . .  . .  . - .  

. .  S& . .  3 -  

h. 

B. 3 
tricitv Dublic service corvoration that becomes a load-serving entitv bv increasing its eeneratine caoacitv to at ] e a t  5Q 
mecawatts combined shall Drovide written notice to the Commission within 30 days after the increase and shall W ~ D I Y  

,- ~~~~~ ~~~~~ 

~ 

. ~ . ~  ~ ~~ ~ Pace38 . . . . .  . . ~. .. ~~~~. January 8,2010 
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C. The Commission may. bv Order. exempt a &-My b-e entity from 
sion in this Article, or the Article as a whole. upon 
1. 

comolvine with anv DTOVI- 

%herhe burden of compliance with tkis Ibc or0 vision. or the Article as a whole exceeds the potential %E%&w&@ 
+es&m-g benefits to customers in the form of cost savines. se mice reliability. risk reductions. or reduced environmen- 

the load-seivjne entitv's comoliance with the Drovision or Article; tal iinoacts that would result from 

' ' determining that; 

. .  . 

- 2 - D. 4 load-wxine eniin ihat desires on exemmion shdi submit LO Docket Control an aoolicat on that includes. at a mini- 
The oublic interrst will be sen ed bv the eyemotion 

1. ' I h  reasons whv the burdcn oScomolvine with the Articl;. or the specific DrOYiSiOn in the Anicle for which excmw 
tion is reauested. excccds the notenlial benefits io customers that would result from the load-servine cnlilv's corn& 

~~ ~~ 

ance with the orovision or Article. 
Data SuDmrtine the lo ad-servine entity's assertions as to the burden of comoliance and the ootential benefits to cus- 
tomers that would result from comoliance: and 

h 

3. The reasons whv the Dublic interest would be served bv the reauested exemotion. 
- E. load-servine e ntitv shall file with Docket Control. within 120 davs after the effective date of these rules. the documents 

and H had the irevisions to h e -  
~ o n s  been effective at that time. 

Load-sewing Entitv Renortine Reouirements . .  
. .  , .  

R14-2-703. 
A .  ~ 

-A load-serving entitv shall. bv Aoril I of each vear. file with Docket Control a cornoilation of thn 
Sollowine items of demand-side data. includine for each item for which no record is maintained the load-servine entitv's 
best estimate and a full descriotion of how the estimate was made: 
I .  Hourly demand for the previous calendar year, disaggregated by: 

a. Sales to end users;; 
b. Sales for resale: - 
c. Energy losses;; and 
d. Other disposition of energy, such as energy furnished without charge and energy used by the &#ty load-serving 

entitv: 
~. && 

b?& 
e- 

. .  

' meeawatt-hours) by month %& Coincident peak demand (megawarn) and energy &%md consumDtion (- . .  for the previous I O  years. disaggregated by customer class 
.a 

42 -customer class b y j e ~ ~  for mof the previous I O  y e a r s - A  . .  . .  
&& 

&& 
. .  . .  

. .  &&diRg. 
a?* 
k p  
€7- 

&& 

i?- 

e- 
k& 

&&diRg. 
.%p 
k p  
e* 
4 4  

e: 

. .  . .  . .  
&& 

. .  

January ~ 8,2010 ~ ~ Page 39 Volume 16, Issue 2 
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MA Reduction in load [[ vi us calendar ear due to existing demand management 
. .  measures, by type of demand management measure-. . .  

%$ 

. .  . .  . .  
8. & 

P A  load-serving entitv shall. bv Aoril 1 of each vear. tile with Docket Control a 
fi rd i maintained the 
load-servinp entitv's best estimate and a full descriotion of how the estimate was made: 
I .  For each generating unit and purchased power contract for the previous calendar year: 

a. In-sewice date-: 
b. ' Tvw of generating unit or contract;; 
c. €+e&+ 4 The load-seivine entitv' or of caoacitv under the com&.L c in 

d. Maximum gm@& unit or contract capacity- by hour. day, or month, if such capacity varies &rhg the 
year:; 

e. -(generating units only);; 
f. Average heat rate of generating units and, if available, heat rates at selected output levels;; 
g. Fad Average fuel cost for generating unib. in dollars per million Btu for each type of fuel;; 
11. Other variable operating and maintenance costs for generating units, in dollars per megawatt hour;; 
i .  Purchased power energy costs for 

j. Fixed operating and maintenance costs of generating units. in dollars per megawatt &&eyeat: 
k. Demand charges for purchased power;; 
!7- , Fuel woe for each generatine unit: 
m. Minimum capacity at which the 
n.  Whether, under standard operating procedures, the generating unit must be run if it is available to run-; 
0. 

megawatts ttwiliirskt.ef Y 

lone-term contracts, in dollars per "egewaff-kettF msgk 
-; 

unit would be run or power must be purchased-; 

DescriDtion of each eeneratine unit as base load. inte- te r 
. .  . .  

w w r  
pounds) and rates f i n  auantities oer rneeawatt-hour) for carbon dioxide. nitmeen oxides. sulfur dioxide. mercuq 

Water cnnsumotion auantities and rates: and 
Tons of wal a s h  oroduced per eeneratine unit; 

A description of- unit wmmitment procedures;; 

I - F  

p &a rticulates. and other ai 
4; 
L 
For the power supply system for the previous calendar year: 
a. 
b. Production cost;: 
c. Reserve requirements-; 
d. Spinning reserve;: 
e. 
f. -Purchase and sale prices, a s  II urchases and sales 

g. Energy losses:: 

previous calendar yew& 

2. 

Reliability ofgenerating, transmission, and distribution systems;; 

related to short-term wntracg  and 

self generation in the t&ty% load-sewine entity's service area for the 3.  The level of 7 
. .  . .  . .  

A a 4 4  

c. 2 
the orevious calendar year that did not include use of an RFP. including the exceotion under which the Drocess was 

. .  used. . .  

> e under this subsection for each item items of lo d data and an Ivses. hi 
; tilinc 
I .  Fiftccn-vear forecast of system coincident peak load (megawatts) and energy & x A e d  wnsumotion 

(Ktegawettkews meeawatt-hours) by month and year, sxxoressed separately for residential, mmmercial, industrial, 
and other et&eme+ ,customer classes: for interruotible wwer: for resale;; and for energy losses:; 

January 8,2010 
~ ~ ~ ~ ~~~ ~~~~~~~~ ~ ~~~~~ 
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&& 
3.2; Disaggregation of the &mad l& forecast of subsection (C)(l) into a component in which no additional demand 

management mmures are assumed, and a component iftfkeatiffg ax&mbg the change in load due to additional fore- 
casted demand management measures:& . .  4 4  
e . .  . b& 
e* 
8 ; -  . .  . .  

&& m 

FF. Documentation of all sources of data, analyses, methods, and assumptions used in making the defpek !& forecasts, 
including5 
e 
kx 

A a description of how the forecasts were benchmarked; and 
-justifications for selecting the methods and assumptions use- 

. .  *p. . .  
€k& 

A load-servine entitv shall. bv Ami1 I of each even war. file with Docket Contrnl the followine DrosD ective analvses and 
plans. which shall wmDare a wide ranee of resource ootions and take into consideration exoected dutv cvcles. cost oroiec- 

ence to the last filine made under this subsection for each item for which there has been no chanee since the last filine: 
I .  

~ 

' Proiected data for each of the items listed in 
T&-yewA 15-vear resource plan, providing for each year: 
a. ~ 

s u b s e c t i o n L  for each generating unit and purchased power source, including each eeneratine unit that is 
exDected to be new or refurbished during the Deriod which shall be designated as new or refurbished. as ano lica- 

. .  

ble. for rhe war of purchase or the Derlod of refurbishment; fwd 
' . Proiecltd data Tor each of the items listed in . .  

I L L  
Subsection iBY2). for the pawer SUDDIV svstem; 

exDected to be new or refurbished during the period?; 
kA Fef a e  < cauital cast. co each generating unit 

. .  L k  
&& . .  

4- The escalation levels assumed for each component of w s t p  
3 for each gen- 
erating uni t  and purchased power source;, 

&& Feptke Lf discontinuation, decommissioning, or mothballing of any power source e& p~ permanent de&hgs 
deratine of any generating facility is exoected: 
i. 
i i .  

i i i ,  The reasons for discontinuation, decommissioning, mothballing, or derating-: 
and operating and maintenance costs of d new or refurbished transmission and distribution 

facilities exoected durine the 15-vear oe r i o w :  
An exolanation of the need for and purpose of sttek all exDected new or refurbished transmission 

and disfributim facilities;. which exolanation shall inwroorate the load-servine entitv's most recent transmissinn 
plan file under A.R.S. e Commis ion's m ecent iennial 
Transmissi on Assessment decision reeardine the adeouacv of transmi s sion fac' iliti ' 'e s 'n I Ari w n u  , and 

h. C- 
Eocumentation of the data, assumptions, and methods or models used to forecast production costs and power produc- 
tion for the 15-vear resource elan, including the method by which the forecast 

benchmarkeb; W a s  &&%ke+x 

- a. eaek && potential paver source w&eb that was rejected-; 
- b. &e The capital COStS. e d  operating CDStS. and maintenance costs of each rejected source; and 
c. An exdanation of the reasons for rejecting each source;; 
&-yew- forecast of-  self generation by customers of the &+$y Joad-servine entitv. 

Identification of&& powerseweessourceortfftitsgeneratine unit involve&: 
The costs and spending schedule 
ing; and 

discontinuation. decommissioning, mothballing, or derat- 

eL The capital 

. .  
& -  

2. 
' 

. .  3. &Ef@ten of; 

4.  
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. .  
. .  . . .  k- 

e- 
&- 

lvzed i n  subsection (EM). such as obtainine additional information. limitine risk exoosure. using incentives. creating 
~ i e c ~ :  and 
A ~ l a n  to manage the errors. risks. and uncertainties identified and analvzed in subsection (EUI). 

- 2. ~ 

3. . .  . .  - 
T & g  

4 4  

??& 

%& 

- I .  Selects ; a 

. . .  . .  

. .  . .  

. .  . . .  

F. A load-servine entitv shall. bv A ~ r i l  I of each even year. tile with Docket Control a IS-vear resource olan that; 

e 
2 Will result in the load-serving entitv's reliablv servinr! the demand for electric enerev s e w  ices: 
2 Will  aJdress the adverse environmental ImDaclS ofoo wer Droducrlon. 
4 D  

mentinRl4-2-1804 or the filllowine annual oercentaees of retail kWh sold bv the load-serving entitv; 
Percentaee of Retail kWh -r 

- 2010 25% 
291L 2J& 
- 2012 - 3.5% 
w 4.0% 
2,?14 4..% 
2015 1.0% 
- 2016 h.D% 
- 2017 
2018 8.0% 
m 
- 2020 19.0% 
2.w 11.0% 
- 2022 Iz.o% 

c(.o% 
- 2024 14.0% 

BRer 2024 15.0% 
&& to meet a1 least t e ater of the Distributed R n le 

k e e s  ne as aoolied to the load-servine entitv's 
p 
a g  5% 
u m 

m 
- 20% 

u 2% 
After2011 X% 

6 
- 7 

Will  addrcss cnerw efficicncv so as lo mcet dnv  reuuirements sct In rulc bv the Commission. 
\+'ill efTectivel\ manage thc unceltalnty and r l r k s m n t a l  imDacts. oad forecuts. and 
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other factors: 
- 8. ~~ i F 2  

9. - 
- a. A comolete descriotion and documentation of the ~ l a n .  includine SUDD~V and demand conditions. availability of 
-; transmissi 

b. Ian. 
- c. A 
d. 
- e. 

- 

1 e rules can be f und: and 
Qetinitions of the terms uscd in the d a b  

- 

A load-servine entitv sha 11. bv ADril 1 of each odd vear. file with Docket Control a work ulan that includes: 
- 1. ~ 

- 2. a ial resource ’ 

1; The sources of the load-servi ne entitv’s current assumptions: and 
L An outline o f t  he timine and extent of oublic Daiticioation and advisorv erom meetines the loalka’vinz enti& 

intends to hold befose csmple tine and filine the resource olan. > With its Ian. a load-semina e ti& shall i urce lannin TO- 
cess. that: 
- I, 
- 2. 
3. 
If a load-servine entiW’ssJy 
for comoliance with this Article. Staff shall rwuest additional information from the load-servine entitv. includine the data 
used in the load-serving entitv’s analvs eS; * Staffmav e n t e I ad- 
servine entitv’s submissions. 
& ma result i n  disclosure of confi ntial busines data o 
m m  if t a e a  r uest that e data e 
~ c ]de ti I 
treatment o f the data. 
D M  
lDsD ‘on or otherwise 3 ade publi 

Includes a summan of actions to be taken on future resource acuuisitions. 
Includes details on resource tvoes. resources caoacitv. and resource timine: and 

- 

ing entitv. 

-setvine Entitv Resource Plam eview of Load I R14-2-704. Commission P 
A. 2 

.. 
. .  

_ .  Z.& 
0: 
review and assessments of the load-servins entities’ iilines made under R14-2-703(C). (D). (E). ff). %&H.l, 

8. 

entitv’s resource Dlan or issue an order statine the reasons for not acknowledaine the resource olan. T heCommission shall 
order an acknowledement of a loa d-servine entitv’s resource ~ l a n .  with or without amendment if the Commission deter- 

servine entitv’s resource Dlan is re= 9 ‘nf rmati n avai able to the Commis- 
sion at the time and wnsiderine the followine factors; 

1 .  
2. 

3. 

4.  

) mines that ource vlan. as amend if amli 

. .  . .  . .  
G G  

The total wst of electric energy services:; 
The degree to which the factors svkiek that affect demand, including demand management, have been taken into 
account:; 
The degree to which mw&i&y supply alternatives, such as self generation, have been taken into 
account,; 
Uncertainty in demand and supply analyses, forecasts, and plans, and 
whether Dlans are suficientlv flexible to enable the load-swine en6N to resoond to unforeseen changes in supply 
and demand factors:; 

The reliabilitv ofthe transmission mid; 

. . .  

5 .  The reliability ofpower supplies7- 
&. 

. ~ ~ Page ~ ~~~~~ 44 ~~ ~~~~ ~ ~~~~~ ~ ~~~~~ ~ 
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L L  

~~~ 

h ,  
0- 

- 8.  The deeree to which the load-sewine eniin'r "Ian for future resources i s  in the best inteiest ofrts cuslomerL 
9, p a l e d  risks for rhe load-sen ine entit) and its customcrs: and 

enfitieS 
The Commiss on mar hold a hearine oi workshoo reeard.ne a load-sewine entitv's iesource Dlan. I f  the Commission 

D. Wh'le no Dawcular futurz ratcmakinn treatment IS imolird bv or shall be infeiTed from the Comm.?sion's acknoulcdrc- 

hew a l o i l d - s e l v ; n e C o m m i s s i o n  evaluates the Dcrfonnance o f  the load- 

- E. A load-scrvine ent.tv may seek Commission aoorotal of sDccific rcsourcc Dlannine act:ons 
- F. ~ 

watt a material change in the load-servine entiN'S Dlan before t h p  

R14-2-705. Procurement 
- &. L o d s  for the wholesale 

- I. 
- 3. 
& 
& 

S I B .  

1 
Purchase throueh a third-Dart) online lradine svsteni; 
Purchasc from a third-Dam indcwndeni enerev broker; 
Purchase from a non-affiliated mtitv throueh auction or an WP orocesq; 
Bilalsral ConlrBCl with a non-affiliated cntilv; 
Bilateral contract with an affiliated cntitv. Drovided thai non-affiliated entities wtrc  Drotided notice and an J D Q G ~ U -  

p 
L A  ; 
# 

2. 2 

- B. A load-servine entiN shall use an RFP DIGCeSS as 11s orimarv acquisition ~rocess tor the wholesale acauisition Of rnerM 

- I 
3 .  3. na ;on 

The load-senfine entiw is exoer:encine an emereencv.: 

and transmission oroiects; 
4; The load-servine e ntiN'S DlanninS horizon i s  tw o vears or less; 
- 5, The transaction-oresents  the load-servine entitv ~a eenuine. unanticioated omortunitv to acauire a w w e r  SUDDI~ 

resource at a clear and significant discount. wmoared to the w s t  ofacouirine new eeneratine facilities. and will oro- 
vide uniaue value to the load-serving entitv's customer& 
The transaction i s  necessarv for the h a d - s e r v i n g g  4; 

- 7. 
- C. A load-servine entitv shall eneaee an indewndent monitor to oversee all WP DrOcesses for orocurement of new 

resources. 

R14-2-706. 
A When a load-serving entitv contemolates eneaeine in an RFP omcess. the load-servine entitv shall consult with Staff 

a a r d i n e  the identitv of wmuanies or co nsultants that could serve as indeoendent monitor for the RFP process. 
After wnsultine with Staff. a load-servinp entitv shall create a vendor list of three to five candidates to serve as indeoen- 
d e  inter ted rsons t imeto ' d f i l e o  'ec- 
tions to the vendor list, 
An interes ed ~ vendor list is filed with D 
Dbiection 4 at the interest 

- D. 1 
~~ 

~~ 

1ndeDendent Mon i to r  Selection and Remonsibilities 

shall f i le with D c ntr I an 
i 

vendor list that Staff considers to be Qualified to s m e  as indeoendent monitor for the contemolated RFP Drocess. In mak- 

and any obiections filed bv interested Dersons. 
- E. A load-serving entiN that has comoleted the actions required bv subsections (A) and (B) to comdv with a particular Com- 

- F. 
cesses anv of the candidates identified in Staffs notice. 
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- G A load-servine entitv shall file with Docket Control a written notice of its retention of an independen- ’ r  ! Jl. ~ 

der’s fee to each bidder in the RFP Drocess to helD offset the cost ofthe indeoendent monitor’s services. A load - se N’n I g 
i y  entitv mav remest re overv of the cost of the i 

- 1. Qi I rovide the inde enden moni r of 

bidder’s fees. in a subsequent rate case. Th e Commission shall use its discretion i n  determinine whether to allow the cost 
to be recovered lhroueh custo mer rates. 

any bid D T O D O S ~  Dreoared by the load-serving cntitv or entitv affiliated with the load-SeNine entitv and ofanv benchmark 
or reference cost the load-servine entitv has develooed for use in evaluating bids. The independent monitor shall take 
Stem to ecu 

Upon Staffs request. the independent monitor shall Drovide status remits to Staff throuehout the RFP orocess. 
2 

I - J. 
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TO: 

FROM: 

DATE 

RE: 

JAN I 5  p 3 5 ! 

. , .1 , , < : I ..3 ;: 3 L ..: 
Docket Control Center 

..,fi,.:7, rT<$,,!!,!*.-.., 
. . . ,  ,") !... -. ,. 

;, , , i~ , ' ~ :  i CJ,,+ 1 ;<,..,iL 
. i : , > 

Director 
Utilities Division 

January 15,2010 

IN THE MATTER OF PROPOSED RULEMAKING REGARDING RJSOURCE 
PLANNING (DOCKET NO. RE-OOOOOA-09-0249) 

Attached is the Economic, Small Business, and Consumer Impact Statement that 
addresses the economic impacts of the recommended changes to the Resource Planning rules, 
filed in compliance with Decision No. 71435. 

SM0:BEK:lhm 

Orignator: Barbara Keene 

moria Cowration CommlssTon 

JAN 1 5  2010 

DOCKETED 



DOCKET NO. RE-00000A-09-0249 

Service List for: PROPOSED RULEMAKING REGARDING RESOURCE PLANNING 
Docket No. RE-OOOOOA-09-0249 

Mr. Jeff Schlegel 
Sweep 
I 167 West Samdapca Drive 
Tucson, Arizona 85704 

Mr. Robert Annan 
Annan Group 
6605 East Evening Glow 
Scottsdale, Arizona 85262 

Ms. Deborah R. Scott 
Pinnacle West Capital Corporation 
400 North SIh Street 
Post Office Box 53999, MS 8695 
Phoenix, Arizona 85072-3999 

Mr. David Berry 
Western Resource Advocates 
Post OfficeBox 1064 
Scottsdale, Arizona 85252 

Mr. Eric C. Guidry 
Western Resource Advocates 
2260 Baseline, Suite 200 
Boulder, Colorado 80302 

Ms. Amanda Onnond 
The Ormond Group, LLC 
7650 South McClintock Drive, 
Suite 103-282 
Tempe, Arizona 85284 

Mr. Michael Grant 
Gallagher & Kennedy 
2575 East Camelback Road 
Phoenix, Arizona 85016 

Mr. C. Webb Crockett 
Mr. Patrick J. Black 
Fennemore Craig 
3003 North Central Avenue, Suite 2600 
Phoenix, Arizona 85012 

hlr. Jeny Coffey 
Mr. Etick Bonner 
Ms. Rebecca Tumer 
Gila River Power, L.P. 
702 NoTth Franklin Street 
Tampa, Florida 33602 

Ms. Karen Haller 
Southwest Gas Corporation 
5421 Spring Mountain Road 
Las Vegas, Nevada 89102 

Mr. Paul R. Michaud 
Michaud Law Firm, P.L.C. 
46 Eastham Bridge Road 
East Hampton, Connecticut 06424 

Mr. Larry Killman 
Greystone Environmental 
8222 S. 481h Street, Suite 140 
Phoenix, Arizona 85044-5353 

Mr. Dave Couture 
Tucson Electric Power Company 
Post Office Box 71 1 
Tucson, Arizona 85702 

Mr. Jerry Payne 
Cooperative International Forestry 
333 Broadway SE 
Albuquerque, New Mexico 87102 

Ms. Donna M. Bronski 
Scottsdale City Attorney's Office 
3939 North Drinkwater Boulevard 
Scottsdale, Arizona 85251 

MI. Jay Moyes 
Moyes Sellers & S h s  
I850 North Central Avenue, Suite 11 00 
Phoenix, Arizona 85004 



DOCKET NO. RE-OOOOOA-09-0249 

Mr. Brian Hageman 
Ms. Caren Peckerman 
Mr. Richard Brill 
Deluge, Inc. 
41 16 East Superior Avenue, Suite D3 
Phoenix, Arizona 85040 

Mr. Dan Pozefsky 
Ms. Jodi Jerich 
RUCO 
11 IO West Washington Street, Suite 220 
Phoenix, Arizona 85007 

Mr. John Wallace 
Grand Canyon State Electric Cooperative 
Association, Inc. 
120 ~ 0 1 t h  44" street, Suite 100 
Phoenix, Arizona 85034 

Mr. Clifford A. Cathers 
Sierra Southwest Cooperative Services, Inc. 
1000 South Highway 80 
Benson, Arizona 85602 

Ms. Jana Brandt 
Ms. Kelly Barr 
Salt River Project 
PO Box 52025, MS PAB221 
Phoenix, Arizona 85072 

Mr. Dan Austin 
Comverge, Inc. 
6509 West Frye Road, Suite 4 
Chandler, Arizona 85226 

Mr. Theodore Roberts 
Mr. Lawrence V. Robertson, Jr 
Post Office Box 1448 
Tubac, Arizona 85646 

MI. Michael Patten 
Mr. Jason Gellman 
Roshka DeWulf & Patten, LLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 

Mr. Philip Dion 
UniSource Energy Corporation 
One South Church Avenue, Suite 200 
Tucson, Arizona 85701-1623 

Mr. Dan Austin 
Comverge, Inc. 
16013 South Desert Foothills Parkway 
Suite 1127 
Phoenix, Arizona 85048 

Mr. Dennis Hughes 
Navopache Electric Cooperative, Inc. 
1878 West WhiteMountain Boulevard 
Lakeside, Arizona 85929 

Mr. Tyler Carlson 
Mohave Electric Cooperative, Inc. 
Post OEce Box 1045 
Bullhead City, Arizona 86430 

Mr. Michael Curtis 
Mr. William Sullivan 
Curtis, Goodwin, Sullivan, 

Udal1 &. Schwab, PLC 
501 East Thomas Road 
Phoenix, Arizona 85012-3205 

Mr. Troy Anatra 
Comverge, Inc. 
120 Eagle Rock Avenue, Suite 190 
East Hanover, New Jersey 07936 

Mi. Steven M. Olea 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Janice Alward 
Chief Counsel, Legal Division 
Arizona Corporation Commission 
1200 West Washingion Street 
Phoenix, Arizona 85007 



DOCKET NO. RE-00000A-09-0249 

B. Economic. Small Business and Consumer Imuact Statement 
I .  

The proposed rule making m e n d s  Article 7, Resource Planning and Procurement, Rules 
Rl4-2-701 through R14-2-704 and adopts new sections R14-2-705 and R14-2-706 under 
Title 14, Chapter 2 - Corporation Commission, Fixed UtiIities. 

The purpose of Resource Planning is for load-serving entities to meet the electric needs 
of their customers by choosing the best mix of resources, with input from stakeholders in 
a transparent process, with consideration of reliability, deliverability, cost, environmental 
impacts, risk, other utilities' plans, and public policy. In its planning process and in 
meeting its load obligations, a load-serving entity shall considu all available options. 

The Rules apply to load-serving entities, as defined in the Rules. 

Identification of the woposed rule m&hg. 

2. 

a 
b. 

d. 
e. 
f. 

3. 

C. 

Persons who will be directly affected by. bear the costs of, or directlv benefit from 
the urouosed rule making, 

the public at large; 
consumm of electric service in Arizona; 
electric public service corporations; 
Arizona Corporation Commission; 
wholesale providers of electricity; and 
independent monitors. 

Cost-benefit analvsis. 
a. Probable costs and benefits to the implementine. agency and other awncies 

directly affected by the imulementation md enforcement of the uroaosed 
rule makine, 

Probable costs to the Commission of the proposed rule making would include costs 
associated with reviewing filings, and participating in meetings and hearings. 

b. Probable costs and benefits to a political subdivision of this state directly 
l e  
makin& 

Arizona political subdivisions will be affected only insofar as they purchase electric 
services affected by the proposed rule making. Benefits include low= utility bills than 
without these rules because a fair and transparent procurement process will encourage the 
lowest prices for the acquisition of resources. 

c. Probable costs and benefits to businesses directly affected by the proposed 
rule making. including any anticipated effect on the revenues or aavroll 
expenditures of employers who are subiect to the Drowsed rule makine, 
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Load-serving entities will be required to increase their analyses and reporting activities. 
Although the load-serving entities are now engaging in some of the required activities, 
they may incur additional costs of complying with the d e s .  These costs may be 
recovered through the load-serving entities’ rates to customers. 

4. Probable impact on nrivate and public emaloment in businesses. agencies, and 
political subdivisions of chis state directlv affected bv the ~muosed rule makine. 

The Commission and load-serving entities may need additional employees or conhactors. 
NO impact on employment in political subdivisions is expected. 

5 .  5 
a. Identification of the small businesses subject to the oroposed rule making, 

Small businesses will be affected only insofar as they purchase electric services affected 
by the proposed rule making. Benefits include lower utility bills than without these rules 
because a fair and transparent procurement process will encourage the lowest prices for 
the acquisition ofresources. 

Only public service corporations that provide electric generation service and operate or 
own, in whole or in part, a generating facility or facilities with capacity of at least 50 
megawatts combined will be required to comply with the rules. These entities are 
unlikely to be smali businesses. 

b. Administrative and other costs reauired for compliance with the pm~osed 
rule makin& 

None. 

c. A description of the methods that the amncv may use to reduce the impact 
on small businesses. 

Not applicable. 

d Probable cost and benefit to private oersofls and consumers who are 
directlv affected by the proposed rule making, 

Tne public at large will benefit from expanded resource planning that considers the total 
cost of electtic energy services, reliability, and risk. A fair and transparent procurement 
process will encourage the lowest prices for the acquisition of resources. 

6. 

No effect on state revenues by the proposed rule making is expected 

Probable effect on state revenues. 



DOCKET NO. RE-00000A-09-0249 

7. Less intrusive or less costly alternative methods of achievine the Dumose ofthe 
proaosed rule makiw. 

The Commission is unaware of any alternative methods of achieving the purpose of the 
rule making that would be less intrusive or less costly. 

8. I& 
rwluirements of subsection B of this section. the agency shall explain the 

obtain the data and shall characterize the mobable imnacts in Qualitative terms. 
fi 

The data used to compile the information set forth in subsection B are reasonably 
adequate for these purposes. 
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Docket Control Center 

FROM: Steven M. 

TO: 

Director 
Utilities Division 

DATE: March 2,2010 

RE: STAFF'S RESPONSE TO WRITTEN COMMENTS IN THE MATTER OF 
PROPOSED RULEMAKING REGARDMG RESOURCE PLANNING (DOCKET 
NO. RE-00000A-09-0249) 

Attached is the Staff Report regarding written comments made by interested parties on 
Proposed Rulemaking Regarding Resource Planning, pursuant to Decision No. 71435. Decision 
No. 71435 ordered the Utilities Division to file with the Commission's Docket Control on or 
before March 2,2010, a document including (1) a summary of any initial written comments filed 
by interested persons between the effective date of that Decision (December 15, 2009) and 
February 23,2010, and (2) the Utilities Division's responses to those comments. 

SM0:BEK:lhmUvlAS 

Originator: Barbara Keene 

e Arizona Corporation Commisjoo 
DOCKETED 
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Staff Response to Written Comments on Resource Planning 
Docket No. RE-00000A-09-0249 
Page 1 

Introduction 

The Arizona Corporation Commission ("Cornmission") issued Decision No. 71435 on 
December 15, 2009. In that Decision, the Commission ordered that a Notice of Proposed 
Rulemaking including proposed Resource Planning Rules be filed with the Office of the 
Secretary of State for publication. The Notice of Proposed Rulemaking was published in the 
Arizona Adminisfrofive Regisrer on January 8,2010. 

Decision No. 71435 requested that interested parties provide initial comments concerning 
the Notice of Proposed Rulemaking by tiling written comments with the Commission's Docket 
Control by February 16, 2010, and comments in response to other interested parties' comments 
by February 23,2010. 

Decision No. 71435 also ordered the Utilities Division to file with the Commission's 
Docket Control on or before March 2,2010, a document including (1) a summary of any initial 
written comments filed by interested persons between the effective date of that Decision 
(December 15, 2009) and February 23, 2010, and (2) the Utilities Division's responses to those 
comments. 

On February 16, 2010, written comments were received from Western Resource 
Advocates. No other comments were received. 

Summary of Written Comments RePardinv the Proposed Resource Plannine Rules 

Western Resource Advocates ("WRA") supports the proposed Resource Planning rule 
changes but requests the following clarifications: 

RI4-2-701(33) 
The proposed rule changes strike the phrase "(including fuel cost)" from the definition of 

"Production cost." WRA believes that the phrase "(including fuel cost)" should be retained in 
the definition of "Production cost" because fuel costs are the most important component of 
production costs. 

RI 4-2-703(F) (6) 
The proposed rules provide for resource plans to address energy efficiency so as to meet 

any requirements set in rule by the Commission. WRA states that the Commission has already, 
and may in the future, set energy efficiency requirements in orders. Therefore, WRA suggests 
that the rule be rewritten to read: "6. Will address energy efficiency so as to meet any 
requirements set in rule by the Commission or in an order of the Commission.' 

Rl4-2-704m) 
Several passages in the proposed rules pertain to analysis and consideration of the 

environmental aspects of generation resources and their alternatives. However, environmental 
impacts are not included in the list of factors to be considered by the Commission in R14-2- 
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704(B). Therefore, WRA recommends that the oversight be addressed by inserting: "7. 
Environmental impacts of resource choices and alternatives;" and renumbering the remainder of 
the list accordingly. 

Staff's Response to the Written Comments 

Staff agrees with WRA's comments as described above. Staff believes that WRA's 
suggested revisions would help to clarify the rules without making any substantive changes. 
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Docket Control 

FROM: Steven M. Olea 

TO: 

Director 
Utilities Diviiion 

DATE April 1,2010 

RE: STAFF'S RESPONSE TO ORAL COMMENTS IN THE MATTER OF PROPOSED 
RULEMAKING REGARDING RESOURCE PLANNING 
(DOCKET NO. RE-00000A-09-0249) 

Attached is the Staff Report regarding oral mmmmts made by interested parties on 
Proposed Rulemaking Regarding Resource Planning, pursuant to Decision No. 71435. Decision 
No. 71435 ordered the Utilities Division to file with the Commission's Docket Control by March 
29, 2010, a document including (1) a summary of any oral comments received at the oral 
proceeding in this matter; (2) the Utilities Division's responses to those comments; and (3) a 
revised Economic, Small Business, and Consumer Impact Statement or a memorandum 
explaining why no revision of the prior Economic, Small Business, and Consumer Impact 
Statement is necessary. 

SM0:BEK:tdp 

Originator: Barbara Keene 
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Introduction 

The Arizona Corporation Commission ("Commission") issued Decision No. 71435 on 
December lS, 2009. In that Decision, the Commission ordered that a Notice of Proposed 
Rulemaking including proposed Resource Planning Rules be filed with the Ofice of the 
Secretary of State for publication. The Notice of Proposed Rulemaking was published in the 
Arizona Administrative Register on January 8,2010. 

Pursuant to Decision No. 71435, Staff filed the Economic, Small Business, and 
Consumer Impact Statement that addressed the economic impacts of the recommended changes 
to the Resource Planning rules on January 15,2010 

Decision No. 71435 requested that interested parties provide initial comments concerning 
the Notice of Proposed Rulemaking by filing written comments with the. Commission's Docket 
Control by February 16, 2010, and comments in response to other interested parties' commenls 
by February 23, 2010. On March 2,2010, Staff filed a summary of the written comments and 
the Utilities Division's responses to those comments. 

Decision No. 71435 also provided for an opportunity for interested parties to provide oral 
comments at a proceeding to be held on March 4, 2010. The Utilities Division was to file with 
the Commission's Docket Control by March 29, 2010, a document including (1) a summary of 
my oral comments received at the oral proceeding in this manu; (2) the Utilities Division's 
responses to those comments; and (3) a revised Economic, Small Business, and Consumer 
Impact Statement or a memorandum explaining why no revision of the prior Economic, Small 
Business, and Consumer Impact Statement i s  necessary. 

Summary of Oral Comments Reeardine the Proposed Resource Plannine Rules 

Amanda Ormond, representing Interwest Energy Alliance, stated that that the rules were 
developed through a very good public process with a broad number of entities participating. The 
rules contain procurement methodology and an independent monitor section which are very 
important for independent developers and getting good resources in the future. The rules will be 
a very important tool for Commissioners, utilities, and stakeholders going forward in evaluating 
complex energy issues. 

William Scow and Jeannie Scown, residents of Mesa, urged the adoption of energy 
efficiency standards and goals. 

Administrative JAW Judge Sarah Harpring asked Staff several questions that lead to 
Staffs recommended clarifications to the rules as discussed below. 
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RI4-2-703 (Q(4) 
Staff recommends that the language "Will include renewable enerw resources so as to 

meet at least the mater of the Annual Renewable Enerw Reauirement in R14-2-1804 or the 
followina annual percentages of retail kWh sold bv the load-serving entit%" be changed to "w 
include renewable enerw resources to meet or exceed the greater of the Annual Renewable 

the load-serving entity:" for clarity 
m V  

~ 1 4 - Z -  7(13(1;r (5) 
Staff recommends that the language "Will include distributed generation energy 

resources so as to meet at least the greater of the Distributed Renewable Enerev Readrement in 
R14-2-1805 or the following annual percentages as applied to the load-servin~ entitv's Annual 
Renewable Energy Requirement:" be changed to "Will include distributed generation enera 
resources to meet or exceed the greater of the Distributed Renewable Enerm Reauirement in 
R14-2-1805 or the following annual Dercentages as applied to the load-serving entitv's Annual 
Renewable Enerpv Reauirement:" for clarity. 

R14-2-706(0) 
Staff recommends that the language "Staff shall issue a notice. identifvinn each candidate 

on the vendor list thai Staff considers to be aualified" be changed to " Staff shall issue a notice 
identifving each candidate on the vendor list that Staff has determined to be aualified' for clarity. 

Discussion of the Economic. Small Business, and Consumer Impact Statement 

Staff believes that it is not necessary to make any revisions to the Economic, Small 
Business, and Consumer Lmpact Statement that was filed on January 15,2010. 
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; 

SECURITIES REGULATION 

CHAPTER 2. CORPORATION COMMISSION 

FIXED UTILITIES 

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT 

Section 

R14-2-701. Definitions 

R14-2-702. Applicability 

Load-serving Entity Rworting Requirements . .  R14-2-703. 

Review of Load-servinp Entity Resource Plans . .  R14-2-704. Commission 

R14-2-705. Procurement 

R14-2-706. Independent Monitor Selection and Responsibilities 
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ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT 

R14-2-701. Definitions 

In this Article. unless 
. .  

otherwise specified: 

“Acknowledgment” means a Commission determination. under R14-2-704. that a plan meets the 

basic requirements of this Article. 

“Affiliated” means related throu& ownership of voting securities. througb contract, or otherwise 

in such a manner that one entity directlv or indirectly controls another. is directly or indirectlv 

controlled bv another. or is under direct or indirect common control with another entit& 

‘‘Benchmark”- 

“Book life”- 

for use by h&&y a load-serving entity. 

“Btu” means British thermal unit. 

“Capacity”- 

source is rated to p r o v i d e g .  

“Capital costs”- 

rights, structures, and equipment. 

to calibrate against a known set of values or standards. 

the expected time period over which a power supply source will be available 

the amount of electric power. measured in megawatts, wkidt tJ@ a power 

the construction and installation cost of facilities, including land, land 

“Coincident peak” means the maximum of the sum of two or more demands that occur in the 

same demand interval, which demand interval may be established on an annual, monthlv. or 

hourlv basis. 

‘‘Customer class”- rn- a g w q  &&of customers categorized according to &h-similar 

characteristics, such as amount of energy consumedi; amount of demand placed on the energy 

supply system at the system pe&-; hourly, daily, or seasonal load pattern?; primary type of 
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activity engaged in by the customer, including residential, commercial, industrial. amicultural. 

and governmental; and 1 o c a t i o n . i  

&a “Decommissioning”- 

fYom service. 

the process of safely and economically removing a generating unit 

1 3  

“Demand management”- 

service needs by reducing or shifting in time 

“Derating”- means a reduction in a generating unit’s capacity. 

beneficial reduction in the total cost of meeting electric energy 

electricity m. 

&&u “Discount rate”- means the interest rate used to calculate the present value of a cost or other 

- 14. 

- 15. 

16. 

17. 

18. 

14: 

economic variable. 

“Docket Control” means the office of the Commission that receives all official filings for entw 

into the Commission’s public electronic docketing system. 

“Emerpencv” means an unforeseen and unforeseeable condition that: 

- a. 

b- 
- C. 

“End use”- 

to- heating, cooling, running qa#miks 

lighting. 

“Energy losses”- means the quantity of electric energy generated or Purchased that is not 

available for sale to end users, for resale, or for use by the e&&+ load-servinn entity- 

Does not arise from the load-serving entity’s failure to engage in good utility practices, 

Is temporary in nature. and 

Threatens reliability or Doses another simificant risk to the system. 

the final application of electric energy, for activities such as, but not limited 

appliance; or motor. an industrial urocess, or 

“Escalation”- - the change in costs due to inflation, changes in manufacturing processes, 

changes in availability of labor or materials, or other factors. 
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- 19. 

20. 

& 

a 

- 21. 

22, 

- 23. 

“Generating unit” means a specific device or set of devices that converts one form of energy 

(such as heat or solar enerw) into electric energy. such as a turbine and generator or a set of 

photovoltaic cells. 

“Heat rate”- means a measure of generating station thermal efficiency expressed in Ikirisk 

-tusj per net l&wa&ew kilowatt-hour and computed by dividing the total Btu 
content of fuel used for elechic generation by the kibw&bm kilowatt-hours of electricity 

generated. 

rattges; 

“Independent monitor” means a companv or consultant that is not afiiiated with a load-servine, 

entity and that is selected to oversee the conduct of a competitive procurement process under 

R14-2-706. 

‘‘Inteaation” means methods bv which e n e r a  produced bv intermittent resources can be 

incorporated into the electric a id .  

“Intermittent resources” means electric power generation for which the energv production varies 

in response to naturallv occurring processes like wind or solar intensity. 
?%= “Interruptible power”- power made available under ’ an ameement that 

pen& permits curtailment or cessation of delivery by the supplier. 

242A “In-service date”- m m  the date a power supply source becomes available for use by the&&y 

a load-serving entity. 

“Load-serving entitv” means a public service corporation that provides electricitv generation 

service and operates or owns. in whole or in part. a generating facility or facilities with capacity 

of at least 50 megawatts combined. 

“Long term” means having a duration of three or more vears. 

“Maintenance”- means the repair of generation, transmission, distribution, administrative, 

and general facilities;; replacement of minor item%; and installation of materials to preserve the 

efficiency and working condition of &e facilities. 

- 26. 

- 27. 
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. .  2&& I, 

“Mothballing”- 

accompanying leq$em storage activities. 

b~ a generating facility, whether that facility is owned by the operator, in whole or in part, or 

-by another entity. 

the temporary removal of a generating unit from active service and 

?&a “Operate”- to manage or otherwise be responsible for the production of electricity €rem 

. .  . 

. .  %& ,, 

“Participation rate”- means the proportion of customers who take part in a specific program. 

a systematic evaluation of the effect, on costs, reliability, or %a “Probabilistic analysis”- 

other measures of performance, of &em+gw&possible events affecting factors 

influence performance, considering the ekmees likelihood that the events will occur. 

“Production cost”- 

- costs of producing electricity through generation, including fuel cost, a d  plus the cost of 

purchases of power sufficient to meet demand. 

the variable operating costs and maintenance 

X%B “Refurbish”- to make major changes, more extensive than maintenance or reuair, in the 

power production, bansmission, or distribution characteristics of a component of the power 

supply system ’ , such as &changing the fuels wkidt 

can be used in a generating unit or changing the capacity of a generating unit. 

‘‘Reliability- a measure of the ability of th-&&+s a load-serving entitv’s generation, 

transmission, 4 3 distribution systems ~ y ~ t e m  to provide power without failure- 

&&-beLmeasured 

may @ reflect the pmpwtra ’ & of time that ea& g system is unable to meet demand or the 

l & b w # h ~  kilowatt-hours of demand that could not be supplied. 

“Renewable energy resource” means an energy resource that is replaced rauidly by a natural. 

ongoina process and that is not nuclear or fossil fuel. 

. . .  
. .  . .  . 

- 36. 

&%= “Reserve requirements”- means the capacity ’ ‘ that a load-servinp entity must 

maintain in excess of its peak load to provide for scheduled maintenance, forced outages, 

unforeseen loads, emergencies, system operating requirements, and 

leserve sharing arrangements. 

__ 5 DECISION NO 
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- 38. “Reserve sharing arrangement” means an apreement between two or more load-servinz entities 

to provide backup capacitv. 

3&= “Resource planning”- integrated supply and demand 

analvses completed as described in this Article. 

&. “ W P ”  means request for proposals. 

“Self generation”- rn- the production of electricity by an end user 

-. 
3844 “Sensitivity analysis”- a systematic assessment of the degree of response of costs, 

reliability, or other measures of performance to changes in assumptions about factors wlkb  fhat 
influence performance. 

“Short term” means having a duration of less than three years. - 43. 

W4 “Spinning reserve”- m x  the capacity . .  a load-swing entity must maintain 

- 45. 

I 
- 46. 

I 

- 47. 

connected to the system and ready to deliver power promptly in the event of an unexpected loss 

of generation sourc- I expressed as a percentage of peak load, 5ts a 
percentage of the largest generating unit, or ask fixed megawatts. 

“Staff” means individuals working for the Commission’s Utilities Division, whether as 

emplovees or through contract. 

“Third-uartv indeuendent enerw broker” means an entitv. such as Prebon Energv or Tradition 

Financial Services, that facilitates an enerw transaction between separate parties without taking 

title to the transaction. 

‘“Third-party on-line trading svstem” means a computer-based marketplace for commoditv 

exchanges provided bv an entitv that is not affiliated with the load-sewing entitv. such as the 

Intercontinental Exchange, California Independent System Operator. or New York Mercantile 

Exchange. 

48,48 “Total cost”- all capital, operating, maintenance, fuel, and decommissioning c o s t s h  

the costs associated With mitigating any adverse environmental effects, incurred, bv end users, 

load-serving entities, or others. in the provision or conservation of electric energy service- 

&& 

6 DECISIONNO. - -/lm 
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. .  && ,, 

R14-2-702. Applicability 

A. 

. .  This Article applies to each load-serving entity, whether 

the power generated is for sale to end users or is for resale. 

B. 

. .  
An electricity public service corporation that , ’  

becomes a load-serving entity by increasing its generating capacitv to at least 50 meeawatts 

combined shall provide written notice to the Commission within 30 davs after the increase and 

shall comply with the filing reauirements in this Article within two years after the notice is filed. 

The Commission may, bv Order, exempt a &&ty load-serving entity fiom 

complving with any provision in this Article, or the Article as a whole, upon 

&e&&y determining that: 

- 1. 

C. 

burden of compliance with this the provision, or the Article as a whole, exceeds 

benefits to customers in the form of cost savings, the potential 

service reliabilitv. risk reductions. or reduced environmental impacts that would result 

fiom &p&mp%w the load-serving entity’s compliance with the provision or Article: 

- and 

The public interest will be served by the exemption. 

. .  . 

- 2. 
A load-serving entity that desires an exemption shall submit to Docket Control an application 

that includes, at a minimum: 

- 1. 

- D. 

The reasons whv the burden of complying with the Article. or the specific provision in 

the Article for which exemption is reauested. exceeds the potential benefits to customers 

that would result ffom the load-serving entity’s compliance with the provision or Article; 

Data supporting the load-serving entitv’s assertions as to the burden of compliance and 

the potential benefits to customers that would result &om compliance: and 

The reasons why the public interest would be served by the reauested exemption. 

2, 

- 3. 
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- E. A load-serving entity shall file with Docket Control. within 120 davs after the effective date of 

these rules, the documents that would have been due on April 1.2010. under R14-2-703K). (D). 
(E), (F), and (H) had the revisions to those subsections been effective at that time. 

Load-serving Entity Reportine Requirements .. R14-2-703. 

A. 

P A  load-serving entitv shall. bv A ~ r i l  1 of each Year, file with 

Docket Control a compilation of the following items of demand-side data. including for each 

item for which no record is maintained the load-serving entity’s best estimate and a full 

description of how the estimate was made: 

1. Hourly demand for the previous calendar year, disaggregated by: 

a. Sales to end usersj; 

b. Sales for resale;; 

C. Energy losses7; and 

d. Other disposition of energy, such as energy furnished without charge and energy 

used by the &&y load-serving entitv: 

& 

* 
k?7 

6; 

$2 Coincident peak demand (megawatts) and energy tlefftarttt consumption (rttegttwa#kettff 

megawatt-hours) by month for the previous 10 years, disaggregated by customer class 

4& 
57 

Number of customers by customer class by yea^ for each of the previous 10 y e a m a  

4; 
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?zk 

€z 

8: 

e7 

& 

€? 

k; 

7: 

a7 

b7 
e 

a 

844 Reduction in load &lowatt and kilowatt-hours) in the previous calendar year due to 

existing demand management measures, by type of demand management measure&&+ 

4; 

B. 

-A load-serving entitv shall, by April 1 of each year, file with Docket 

Control a compilation of the following items of supply-side data. including for each item for 

which no record is maintained the load-serving entitv’s best estimate and a full description of 

how the estimate was made: 

1. For each generating unit and purchased power contract for the previous calendar year: 

a. 

b. 

c. 

In-service date and book life or contract period;; 

-Type of generating unit or contract,; 

Gapaety The load-serving entitv’s share of the generating unit‘s capacity. or of 
. .  

capacity under the contract, in megawatts (&&&WE+ ,1 
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d. Maximum generating unit or contract capacity, by hour, day, or month, if such 

capacity varies ww &&g the year:; 

-Annual capacitv factor (generating units onlyk 

Average heat rate of generating units and, if available, heat rates at selected 

output levels?; 

€4~4 Average fuel cost for generating units, in dollars per million Btu for each 

type of fuel;; 

Other variable operating and maintenance costs for generating units, in dollars per 

megawatt hour:; 

e. 

f. 

g. 

h. 

i. Purchased power energy costs for long-term contracts, in 

dollars per megawatt-houri; 

Fixed operating and maintenance costs of generating units, in dollars per j . 
megawatt h4hqea~ >I 

k. 

1. 

m. 

Demand charges for purchased power;; 

Fuel twe  for each generatin9 unit; 

Minimum capacity at which the generating unit would be run or power must be 

purchased;; 

Whether, under standard operating procedures, the generating unit must be run if n. 

it is available to run?; 

0. Description of each generating unit 

as base load, intermediate. or peaking, 

P. 
~ Environmental 

imoacts, including air emission quantities (in metric tons or pounds) and rates (in 
quantities per megawatt-hour) for carbon dioxide. nitrogen oxides. sulfur dioxide. 

mercury, particulates, and other air emissions subject to current or expected future 

environmental remlation; 

4~ Water consumption Quantities and rates: and 

L Tons of coal ash aroduced ner generating unit: 
For the power supply system for the previous calendar year: 

a. 

b. Production cost;; 

. .  . .  

2. 

A description of generating unit commitment procedures;; 

DECISION NO. 10 
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C. 

d. 

e. 

f. 

g. 

Reserve requirements;; 

Spinning reserve?; 

Reliability of generating, transmission, and distribution systems;; 

-Purchase and sale prices, averaged bv month, for the 

agmegate of all purchases and sales related to short-term contracts; and 

Energy losses7; 

3. The : v e l o f y  self generation in the &l+tyk load-serving 

entity’s service area for the previous calendar year:& 

4. 
. .  1 An explanation of any resource 

procurement processes used bv the load-sewing entitv during the previous calendar year 

that did not include use of an RFP, includinp the exception under which the process was 

used. 
C. 

(A load-serving entitv shall. bv April 1 of 

each even vear. file with Docket Control a compilation of the following items of load data and 

analyses. which mav include a reference to the last filing made under this subsection for each 

item for which there has been no change in forecast since the last filing: 

1. 

. .  

Fifteen-vear forecast of system coincident peak load (megawatts) and energy 

demaded consumption (- mepawatt-hours) by month and year, expressed 

separately for residential, commercial, industrial, ’ , and other ee#eme% 

customer classes; for interruptible power: for resale;; and for energy losses:; 

& 

&& Disaggregation of the demmel load forecast of subsection (C)(l) into a component in 

which no additional demand management measures are assumed, and a component 

twkEattffg assumin8 the change in load due to additional forecasted demand management 

measures :d  

4: 

I =  
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b7 

t;; 

5: 

4: 

%L Documentation of all sources of data, analyses, methods, and assumptions used in 

making the &maid forecasts, including+ 

- a description of how the forecasts were benchmarked? 4 
b. JL- n t&&kms justifications for selecting the methods and assumptions used& 

D. 

A load-serving entity shall. bv April 1 of each 
. .  

even year. file with Docket Control the following prospective analvses and plans. which shall 

compare a wide ranee of resource options and take into consideration expected duty cvcles, cost 

projections, other analyses required under this Section, environmental imuacts, and water 

consumption and may include a reference to the last filing made under this subsection for each 

item for which there has been no change since the last filing: 

1. Tea-ywz A 15-vear resource plan, providing for each year: 
a. &Projected 

data for each of the items listed in subsection @)(I), for each generating unit and 

purchased power source, including each generating unit that is expected to be new 

or refurbished during the period, which shall be desiaated as new or refurbished. 

as applicable, for the Year of purchase or the period of refurbishment; a d  
b- 4 Projected 

data for each of the items listed in subsection (Bj(2). for the power supply system: 

Fe The capital cost, construction time, and construction suending schedule for 

each generating unit &&-is expected to be new or refurbished during the period+; 
&cL 

~ 
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is 

awl 

& 

The escalation levels assumed for each component of cost, such as. but not 

limited to, ooerating and maintenance. environmental compliance, system 

internation, backup capacitv, and transmission delivew. for each generating unit 

and purchased power source:; 

Fsrute If discontinuation, decommissioning, or mothballing of any power source 

4 permanent &&x+gs derating of any generating facility is expected: 

i. Identification of the 4 power se+nws 

involved?; 

The costs and spending schedule et&& for each discontinuation, 

decommissioning, mothballing, or deratingj; and 

The reasons for each discontinuation, decommissioning, mothballing, or 

derating:; 

edd 

&g 

or & generating unit 

.. 
11. 

iii. 

e;f. The capital and operating and maintenance costs of new or refurbished 

transmission and distribution facilities expected during the 1 h e a r  period&; 

twheqkm An explanation of the need for and purpose of & all expected new 

or refurbished transmission and distribution facilities:, which explanation shall 

incorporate the load-serving entitv's most recent transmission plan filed under 

A.R.S. 6 40-360.02(A) and any relevant amvisions of the Commission's most 

recent Biennial Transmission Assessment decision regarding the adecluacv of 

transmission facilities in Arizona: and 

Cost analvses and cost proiections, including the cost of compliance with existing 

and exoected environmental regulations; 

. .  
k% 

& 

2. Documentation of the data, assumptions, and methods or models used to forecast 

production costs and power production ' forthe15- 

year resource plan, including the method by which the forecast was e&bi+&~ 

benchmarked:; 

Wseiqkm A description of; 

- a. 

. ,  3. 

ea& && potential power source Wkidtm was rejecte&; 
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4. 

5. 

6 .  

7. 

- 8. 

- 9. 

- 10. 

- 11. 

- 12. 

- 13. 

- 14. 

Ir, the The capital costs. and operatin- and maintenance costs of each rejected 

sourc%: and 

&e =e reasons for rejecting each sourcfi; c. 
Tey+ea~  A IS-year forecast of 

the &&ty load-serving entitv, in terms of annual peak production (megawatts) and annual 

energy production (w megawatt-hourski 

Disaggregation of the forecast of subsection (D)(4) e€%&%&m ‘ into- 

wkisk two components, one reflecting the self generation projected if no additional 

efforts are made to encourage 

-one reflecting the 

&om the load-serving entity’s institution of additional forecasted 

generation measures; 

Te+ye~~ A 15-year forecast of the annual capital costs and operating and maintenance 

costs kJyya3 of au & 

self generation by customers of 

self generation, and 

self generation uroiected to result . .  

self 

self generation 

identified under subsections (DM4) and (DX5); 

Documentation of the analysis of &g self generation iw&we&k 

under subsections (D)(4) through (6)  .1 

A plan that considers using a wide range of resources and promotes fuel and technology 

diversity within its uortfolio; 

A calculation of the benefits of generation using renewable energy resources; 

A plan that factors in the delivered cost of all resource options. including costs associated 

with environmental compliance, system integration. backup capacitv. and transmission 

deliverv; 

Analysis of inteaation costs for intermittent resources; 

A plan to increase the efficiency of the load-serving entity’s generation using fossil fuel, 

Data to support technology choices for supply-side resources; 

A description of the demand management uroflams or measures included XI the 15-year 

resource olan, including for each demand management uro!aam or measure: 

- a. How and when the program or measure will be imulemented, 

The oroiected participation level by customer class for the proflam or measure; 

The expected change in peak demand and energy consumption resulting from the 

program or measure; 
- C. 
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- d. The expected reductions in environmental impacts. including air emissions. solid 

waste. and water consumption, attributable to the promam or measure; 

The expected societal benefits. societal costs, and cost-effectiveness of the 

promam or measure: 

The expected life of the measure: and 

The capital costs, operating costs, and maintenance costs of the measure. and the 

program costs; 

i 

e. ~ 

- 

i 
- f. 

g, 
i 

- 15. For each demand management measure that was considered but reiected: 

- a. 

- b. 

- C. 

- d. 

A description of the measure; 

The estimated change in peak demand and energy consumption fiom the measure; 

The estimated cost-effectiveness of the measure; 

The capital costs. operating costs, and maintenance costs of the measure. and the 

program costs: and 

The reasons for rejecting the measure; - e. 
Analysis of future fuel supplies that are part ofthe resource plan: and 

A plan for reducing environmental impacts related to air emissions. solid waste. and other 

environmental factors. and for reducing water consumption. 

- 16. 

- 17. 

E. 
1 A load-serving entitv shall. bv April 1 

of each even year. file with Docket Control a compilation of the following analyses and plan: 

1. Analyses to identifv and assess errors. risks. and uncertainties in the followinrr. 

completed using qpqmate ’ methods such as sensitivity aftitbg.ses analysis and 

probabilistic aidyees analvsi-: 

i a. Demand forecasts,; 

b. 

c. 

d. 

- e. 

i 

The costs of demand management measures and power supply;; 

The availability of sources of power;; 

The costs of compliance with existing and expected environmental regulations: 

Any analysis by the load-serving entitv in anticipation of potential new or 

enhanced environmental regulations; 

Changes in fuel prices, and availability, 

Construction costs. capital costs. and operating costs: and 

Other factors wkidt the &My load-serving entity wishes to consider:; 

I 
- 

e?f. 
g, 

& 
7-1q1+-- ~ _ _ _  

~ ~~~~ ~~~ ~~ 

~~ 

D m ; m c N  NU.  22:- 15 

i 
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2; 

- 2. A description and analvsis of available means for managing the errors. risks, and 

uncertainties identified and analvzed in subsection {ENll such as obtaininn additional 

information. limiting risk exposure. using incentives. creating additional options, 

incorporating flexibility, and participating in regional aeneration and transmission 

proiects: and 

A plan to manage the errors. risks, and uncertainties identified and analvzed in subsection - 3. 
~ 

i 
~ 

Fi 

I I 
& 

3: 

- F. A load-servina entitv shall. by April 1 of each even year. file with Docket Control a 15-year 

resource plan that: 

- 1. Selects a uortfolio of resources based won  comprehensive consideration of a wide ranve 

of supplv- and demand-side options; 

Will result in the load-serving entity’s reliablv serving the demand for electric energy 

services; 

Will address the adverse environmental impacts of power production; 

2. 

- 3. 
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- 4. Will include renewable energv resources to meet or exceed the =eater of the Annual 

Renewable Energv Requirement in R14-2-1804 or the following annual percentages of 

retail kwh sold bv the load-serving entitv: 

Calendar Year 

2010 
2011 
2012 
2013 
- 2014 

2015 

2017 

2019 
- 2020 

2021 
- 2022 

- 2016 

- 2018 

- 2023 

- 2024 

after 2024 

Percentage of Retail kwh 

Sold During Calendar Year 

- 2.5% 

- 3.0% 

3.5% 
4.0% 
- 4.5% 

- 5 .O% 

6.0% 
7.0% 
- 8.0% 

9.0% 
10.0% 
11.0% 
12.0% 
13.0% 
14.0% 
15.0% 

- 5. Will include distributed generation energv resources to meet or exceed the =eater of the 

Distributed Renewable Energv Reauirement in R14-2-1805 or the following annual 

percentages as applied to the load-serving entitv's Annual Renewable Energv 

Requirement: 

- 2007 - 5% 

2008 - 10% 

- 2010 20% 
2009 - 15% - 

2011 - 25% 

After2011 30% 
I**+ ~~~ 

17 I I ,** - 
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- 6. Will address energy efficiency so as to meet any requirements set in rule by the 

Commission or in an order of the Commission; 

Will effectively manage the uncertainty and risks associated with costs, environmental 

impacts. load forecasts, and other factors; 

Will achieve a reasonable long-term total cost. taking into consideration the obiectives set 

forth in subsections @)(2) throw& (7) and the uncertainty of future costs; and 

Contains all of the following: 

- a. 

7- 

- 8. 

- 9. 
A complete description and documentation of the plan, including supply and 

demand conditions. availabilitv of transmission, costs, and discount rates utilized; 

A comprehensive. self-explanatow load and resources table summarking the b, 

&I& 

c. A brief executive summary; 

- d. An index to indicate where the responses to each filing reauirement of these rules 

can be found; and 

Definitions of the terms used in the plan. - e. 

G. A load-semina entity shall. by April 1 of each odd year, file with Docket Control a work plan 

that includes: 

- 1. An outline ofthe contents of the resource plan the load-servina entity is developing to be 

filed the following year as reauired under subsection @k 
The load-serving entity’s method for assessing aotentd resources; 

The sources of the load-serving entitv’s current assumptions: and 

An outline of the timinE and extent of public participation and advisorv moup meetings 

the load-serving entity intends to hold before completing and filing the resource plan. 

- 2. 

- 3. 

- 4. 

With its resource plan. a load-serving entity shall include an action plan. based on the results of 

the resource planning process, that: 

- 1. 

2. 
- 3. 

Includes a summary of actions to be taken on future resource acauisitions; 

Includes details on resource twes, resources caaacitv. and resource timing; and 

Covers the three-year period following the Commission’s acknowledement of the 

resource plan. 

r. A load-serving entity or interested  part^ may provide. for the Commission’s consideration. 

analyses and supportina data pertaining to environmental impacts associated with the generation 

or deliverv of electricity. which may include monetized estimates - of environmental impacts that 
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are not included as costs for compliance. Values or factors for compliance costs. environmental 

impacts, or monetization of environmental impacts may be developed and reviewed bv the 

Commission in other proceedinm or stakeholder workshops. 

If a load-serving entitv's submission does not contain suMicient information to allow Staff to 

analyze the submission fully for compliance with this Article. Staff shall request additional 

information from the load-serving entitv, including the data used in the load-serving entitv's 

analyses. 

Staff may reuuest that a load-sewing entitv complete additional analyses to improve suecified 

components of the load-serving entitv's submissions. 

If a load-serving entity believes that a data-reporting requirement may result in disclosure of 

confidential business data or confidential electricitv infrastructure information. the load-serving 

entity may submit to Staff a request that the data be submitted to Staff under a confidentialite 

ameement. which request shall include an explanation iustifving the confidential treatment of the 

data. 
Data protected bv a confidentialitv ameement shall not be submitted to Docket Control and will 

not be open to public inspection or otherwise made public except upon an order of the 

Commission entered after written notice to the load-servinr! entitv. 

Review of Load-serving Entitv Resource Plans -704. Commission rwieweEttkkesLftlrwf .. 

:. Bv October 1 of each 

even year. Staff shall file a report that contains its analvsis and conclusions regarding its 

statewide review and assessments of the load-serving entities' filings made under R14-2-703(CL 

@). (E). E). and M. 

h. Bv Februarv 1 of each odd year, the Commission 

shall issue an order acknowledging a load-serving entity% resource plan or issue an order stating 

the reasons for not acknowledging the resource plan. The Commission shall order an 

acknowledgment of a load-serving entity's resource plan, with or without amendment. if the 

Commission determines that the resource plan. as amended if mplicable. complies with the 

reauirements of this Article and that the load-serving entitv's resource plan is reasonable and in 

. . .  
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the public interest, based on the information available to the Commission at the time and 

considering the following factors: 

G 

1. 

2. 

3. 

4. 

5. 

- 6 .  

2, 
- 8. 

- 9. 

I 10. 

- 11. 

The total cost of electric energy services:; 

The degree to which the factors whkh 

management, have been taken into account;; 
The degree to which supply alternatives, such as self 

generation, have been taken into account:; 

Uncertainty in demand and supply analyses, forecasts, and plans, and &&&&&y& 

affect demand, including demand 

. . .  

whether plans are sufficientlv flexible to enable the load-serving 

entitv to respond to unforeseen changes in supply and demand factors:; 

The reliability of power suppliee, including fuel diversitv and non-cost considerations; 

The reliabilitv of the transmission mid 
The environmental impacts of resource choices and alternatives; 

The degree to which the load-serving entitv considered all relevant resources. risks, and 

uncertainties; 

The degree to which the load-serving entitv’s plan for future resources is in the best 

interest of its customers; 

The best combination of expected costs and associated risks for the load-serving entity 

and its customers: and 

The degree to which the load-serving entitvs resource plan allows for coordinated efforts 

with other load-serving entities. 

- C. The Commission mav hold a hearing or workshop regarding a load-serving entitv‘s resource 

plan. If the Commission holds such a hearing or workshop, the Commission may extend the 

Febmarv 1 deadline for the Commission to issue an order regarding acknowfedment under 

subsection (B). 
While no particular future ratemaking treatment is implied bv or shall be inferred kom the 

Commission’s acknowledgment, Tke the Commission w c o n s i d e r  &s 

D. 

s w  . .  

serving entity’s filings made under R14-2-703 when the Commission evaluates the performance 

of the load-serving entitv in subsequent rate cases and other uroceedings. 
~~ - 

-1CI-h- s i.n3 - = : ’ ’  
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- E. 

E 
A load-serving entity may seek Commission approval of specific resource planning actions. 

A load-serving entity may file an amendment to an acknowledged resource plan if chanees in 

conditions or assumptions necessitate a material change in the load-serving entity’s plan before 

the next resource plan is due to be filed. 

R14-2-705. Procurement 

- A. Except as provided in subsection (B). a load-serving entitv mav use the following procurement 

transactions: 

- 1. 

2. 
- 3. 

4- 
- 5. 

Purchase through a third-party online trading svstem; 

Purchase from a third-party independent enerm broker; 

Purchase from a non-affiliated entity through auction or an RFP process; 

Bilateral contract with a non-affiliated entitv; 

Bilateral contract with an affiliated entitv. provided that non-affiliated entities were 

provided notice and an opportunity to compete against the affiliated entity’s proposal 

before the transaction was executed and 

- 6 .  Any other competitive procurement process approved by the Commission. 
A load-serving entity shall use an RFP process as its urimarv acquisition process for the 

wholesale acquisition of energy and capacitv. unless one of the following exceptions applies: 
5 

- 1. 

- 2. 

- 3. 

4. 

5. 
- 
- 

I - 6 .  

- 7. I 

The load-serving entity is experiencing an emergency, 

The load-serving entitv needs to make a short-term acauisition to maintain system 

reliability; 

The load-serving entitv needs to acQuire other components of energy procurement. such 

as fuel. fuel transportation. and transmission proiects; 

The load-serving entitv’s planning horizon is two years or less; 

The transaction presents the load-serving entity a genuine, unanticipated OUDO~UIitV to 

acquire a power supuly resource at a clear and significant discount. compared to the cost 

of acquiring new generating facilities. and will provide unique value to the load-servinp 

entity’s customers; 

The transaction is necessary for the load-serving entity to satisfy an obligation under the 

Renewable Enerm Standard rules: or 

The transaction is necessary for the load-serving entitv’s demand-side management or 

demand response uromams. 
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- C. A load-serving entity shall engage an independent monitor to oversee all RFP processes for 

procurement of new resources. 

R14-2-706. Independent Monitor Selection and Resuonsibilities 
When a load-serving entitv contemplates enga gin;ina in an RFF’ process. the load-serving entitv 

shall consult with Staff regarding the identitv of companies or consultants that could serve as 

independent monitor for the RFP process. 

After consulting with Staff. a load-serving entitv shall create a vendor list of three to five 

candidates to serve as independent monitor and shall file the vendor list with Docket Control to 

allow interested persons time to review and file obiections to the vendor list. 

An interested person shall file with Docket Control. within 30 davs after a vendor list is filed 

with Docket Control, any obiection that the interested person may have to a candidate’s inclusion 

on a vendor list. 

Within 60 davs after a vendor list is filed with Docket Control, Staff shall issue a notice 

identifyinp each candidate on the vendor list that Staff has determined to be qualified to serve as 

independent monitor for the contemplated RFP process. In making its determination, Staff shall 

consider the experience of the candidates. the professional reuutation of the candidates. and any 

obiections filed bv interested persons. 

A load-serving entity that has completed the actions rewired bv subsections (A) and (B) to 

complv with a particular Commission Decision is deemed to have complied with subsections (A\ 

and (B) and is not reauired to repeat those actions. 

A load-serving entity may retain as independent monitor for the contemplated RFP process and 

for its future RFP processes any of the candidates identified in Staffs notice. 

A load-serving entity shall file with Docket Control a written notice of its retention of an 

independent monitor. 

A load-serving entitv is resDonsible for paying the indeuendent monitor for its services and mav 

charge a reasonable bidder’s fee to each bidder in the RFP process to help offset the cost of the 

independent monitor’s services. A load-serving entity may request recoverv of the cost of the 

independent monitor’s services. to the extent that the cost is not offset bv bidder’s fees. in a 

subseauent rate case. The Commission shall use its discretion in determining whether to allow 

the cost to be recovered throu& customer rates. 

One week prior to the deadline for submitting bids. a load-serving entity shall provide the 

independent monitor a copy of any bid proposal prepared bv the load-serving entity or entity 
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I 
affiliated with the load-serving entitv and of anv benchmark or reference cost the load-serving 

entitv has developed for use in evaluating bids. The indeuendent monitor shall take steps to 

secure the load-serving entitv's bid proposal and any benchmark or reference cost so that they are 

I 

y 
& 

- J. UDon Staffs request. the independent monitor shall provide status reports to Staff throughout the 

WP process. 
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Exhibit E 

Summary of the Comments Made on the Rulemaking and the Agency Response to Them, 
Prepared Pursuant to A.RS. 5 41-1001(14)(d)(iii) 

The written and oral comments received by the Commission concerning the Notice of Proposed 
Rulemaking, after its publication date, are included in the following table, along with the 
Commission response to each. 

Comments on No) 
Section 
Proposed IRP 
Rules Generally 

e of Proposed Rulemaking 
Public Comment 
WRA expressed support for the 
proposed IRP rules, stating that they 
are in the public interest and should be 
adopted by the Commission, with a 
few clarifications; and that the 
proposed IW rules have many 
strengths, including explicit reference 
to environmental impacts of power 
generation, recognition of the 
uncertainties encountered in planning, 
recognition of the multiple objectives 
of resource planning, the public input 
process to be used in creating resource 
plans, and Commission 
acknowledgment of resource plans. 
WRA stated that Arizona electric 
utilities’ resource decisions in the 
coming decades will affect electric 
rates, their own financial condition, 
and environmental quality and that the 
resource planning process can help 
manage the risks posed by uncertain 
fuel prices, uncertain capital costs for 
new resources, risks to cost recovery, 
and potential costs of reducing 
environmental impacts. 
Intenvest Energy Alliance stated that 
the Commission’s public process to 
develop the proposed IRP rules was a 
very good process, with broad 
participation and much collaboration; 
that the procurement methodology and 
independent monitor provisions in the 
proposed IRP rules are very important 
for independent developers and for 

Commission Response 
The Commission acknowledges the 
supportive comments. 
No change is needed in response to 
these comments. 

I’he Commission acknowledges the 
supportive comments. 
No change is needed in response to 
hese comments. 



~~~ ~~ 

DOCKET NO. RE-00000A-09-0249 

Rule 701(33) 

Rule 703(F)(6) 

Rule 704(B) 

making sure that good resources are 
obtained in the future; and that, going 
forward, the proposed IRP rules will 
be an important tool for 
Commissioners, utilities, and 
stakeholders in evaluating complex 
issues in energy. 
Two private individuals, a married 
couple, expressed support for the 
direction the Commission is taking 
with regard to energy efficiency. One 
of them urged the Commission to 
adopt aggressive energy efficiency 
standards and goals in rules. 
WRA requested that the phrase 
“(including fuel cost),” which was 
stricken in the proposed IRF’ rules’ 
definition of “Production Cost” be 
restored. 
WRA requested that “or in an order of 
the Commission” be added at the end 
of the subsection to clarify that an 
energy efficiency requirement set by 
the Commission by order rather than 
by rule would need to be met in a load- 
serving entity’s resource plan. 

WRA requested that “Environmental 
impacts of resource choices and 
alternatives” be listed as a factor to be 
considered by the Commission, to 
make the rule consistent with the 
numerous provisions in the proposed 
IRP rules requiring environmental 
impacts to be addressed. WRA stated 
that the proposed IRP rules include 
more than a dozen passages pertaining 
to analysis and consideration of the 
environmental aspects of various 
generation resources and their 
alternatives. 

The Commission acknowledges the 
supportive comments and notes that 
the Commission has proposed Electric 
Energy Efficiency Standards rules in a 
separate docket. 
No change is needed in response to 
these comments. 
The Commission agrees that it is 
appropriate to include the language 
“including fuel cost” in the definition 
and has included it in the text for the 
Notice of Final Rulemaking. 
The Commission agrees that it is 
appropriate to include this language at 
the end of the subsection to clarify that 
a load-serving entity’s resource plan is 
expected to address energy efficiency 
so as to meet requirements set in 
Commission orders as well as 
Commission rules. The Commission 
has included this language in the text 
for the Notice of Final Rulemaking. 
The Commission agrees that it is 
appropriate to include environmental 
impacts of resource choices and 
alternatives as a factor to be 
considered by the Commission in 
reviewing a load-serving entity’s 
resource plan and has included the 
language in Rule 704(B)(7) in the text 
for the Notice of Final Rulemaking. 
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